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EXECUTIVE SUMMARY
UNS ELECTRIC, INC.

DOCKET NO. E-04204A-06-0783

On December 15, 2006, UNS Electric, Inc. ("UNS Electric" or "the Company") filed an
application with the Arizona Corporation Commission ("ACC" or "Commission") for a 5.5
percent increase in its base rates throughout its service territory in the State of Arizona. UNS
Electric serves 91,850 customers in its service territory in Mohave County in northwestern
Arizona and in Santa Cruz County in southern Arizona.

Inc luded in  UNS  E lec t r ic ' s  a pp l ica t ion i s  a  r eques t  t o  a dd new Dema nd-S ide
Management ("DSM") programs and to enhance existing DSM programs for residential and
commercial customers.  Details of the Company's proposed DSM activities were filed in its
"Demand Side Management Portfolio Plan 2008 .- 2012" in Docket No. E-04204A-07-0365 on
June 13, 2007. Recommendations regarding the Company's proposed DSM programs M11 be
made in that proceeding, however, funding for those programs is better dealt with in the context
of a rate case and is the subject of this testimony.

In addition, Staff has made recommendations in this testimony regarding changes in the
funding for Renewables programs at UNS Electric. Staffs recommendations in this regard are
to better position the Company to be responsive to future changes in renewables programs,
particularly the coming change from the Environmental Portfolio Standard to the Renewable
Energy Standard and Tariff rules.

Having examined relevant portions of UNS Electr ic's  ra te case filing and its DSM
Portfolio Plan filing, Staff recommends the following:

Staff recommends that  the LIW program be moved into UNS Electr ic's  DSM
portfolio plan as a DSM program and that it be funded as a DSM program.

Staff recommends that  the Emergency Bill Assistance component of the LIW
program not be included as part of that program if LIW is re-categorized as DSM,
and that Emergency .Bill Assistance not be funded with DSM funds.

Staff recommends that UNS Electric's TOU pricing plans not be considered as
DSM, and that these activities not be funded with DSM funds.

2.

4.

3.

1 .

Staff recommends that UNS Electric discontinue recovery of its DSM costs from
base ra tes ,  and tha t  it  be a llowed to recover  it s  prudent ly incur red costs  in
connection with Commission-approved DSM activities through a separate DSM
adjustment mechanism, and that such a mechanism should be established in this
proceeding.



Sta ff recommends tha t Commiss ion-approved DSM costs  should be  assessed to a ll
UNS  Ele ctric cus tome rs  a s  a  cle a rly la be le d s ingle  line  ite m pe r kph cha rge  on
cus tome r bills

S ta ff recommends  DSM re la ted expenses  should be  recorded in the  DSM Adjus tor
a ccount by DSM progra m a nd othe r ma jor ca te gorie s  of DSM e xpe nse s  with e a ch
major ca tegory further disaggregated by type  of expense

Sta ff recommends  tha t UNS Electric's  DSM adjus tor ra te  be  re se t annua lly on June
1 of e a ch ye a r be ginning June  1, 2009, a nd tha t the  pe r kph ra te  be  ba se d upon
curre ntly proje cte d DS M cos ts  for tha t ye a r, a djus te d by the  pre vious  ye a r's  ove r
or unde r-collection, divided by projected re ta il sa le s  (kph) for tha t same  yea r

S ta ff re comme nds  UNS  Ele ctric s ubmit to the  Commis s ion in Docke t Control its
DSM expenses , prudently incurred during the  previous  ca lenda r yea r in connection
with Commiss ion~approved DSM programs  and activitie s , and its  a ctua l DSM cos t
recove ry collected in the  previous  yea r, annua lly by April l of each yea r

S ta ff re comme nds  tha t UNS Ele ctric submit, with its  pre vious  ye a r DSM cos ts  a nd
DSM recove ry, a  proposed ca lcula tion of the  new DSM adjus tor ra te  for the  current
ye a r, a rmua lly by April l of e a ch ye a r

1 0 . S ta ff re comme nds  tha t UNS  Ele ctric 's  propos e d ne w DS M a djus tor ra te  s ha ll
be come  e ffe ctive  on J une  1 of e a ch ye a r be ginning J une  1, 2009, if no a ction is
taken by the  Commiss ion to modify or re ject it

11. S ta ff re comme nds  tha t from the  e ffe ctive  da te  of a n Orde r in this  ra te  ca s e  until
J une  l, 2009, the  initia l DS M a djus tor ra te  s hould be  ba s e d upon 25 pe rce nt of
curre ntly e s tima te d P ortfolio P la n firs t ye a r (2008) progra m cos ts  for a ll progra ms
except the  LIVV program for which 100 percent of the  estimated 2008 program costs
s hould be  include d. The s e  cos ts  s hould be  divide d by a djus te d Te s t Ye a r kph
reta il sa les as reported on Schedule  H-2, page 1, line  9

12. Staff recommends that the  EFPS tariff become permanent

13. Staff recommends that the  EFPS surcharge  tariff become an adjustor mechanism

9.

6.

7.

5.

8.

14. S ta ff recommends  the  amount of the  renewable s  cha rge  continue  to be  billed a s  a
separa te  line  item on UNS cus tomer's  bills
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1 INTR O DUC TIO N

2 Q Please state your name, occupation, and business address

My na me  is  J e rry D. Ande rs on. I a m a  P ublic  Utilitie s  Ana lys t V e mploye d  by the

Arizona  Corpora tion  Commis s ion  ("ACC" or "Commis s ion") in  the  Utilitie s  Divis ion

("Sta ff"). My business  address  is  1200 West Washington S tree t, Phoenix, Arizona  85007

7 Q- Brie fly des c ribe  your res pons ibilitie s  a s  a  Public  Utilitie s  Ana lys t

In  my c a p a c ity a s  a  P u b lic  Utilitie s  An a lys t,  I p ro vid e  re c o mme n d a tio n s  to  th e

Commission on e lectric and gas  ra te  filings , purchased power and fue l adjustment matte rs

De ma nd~S ide  Ma na ge me nt ("DS M") progra ms , a nd othe r e ne rgy-re la te d ma tte rs  a s

assigned

1 3 Q Please describe your educational background and professional experience

I gra dua te d from We s te rn Ke ntucky Unive rs ity, Bowling Gre e n, Ke ntucky, re ce iving a

Bache lor of Science  degree  with double  majors  in Economics  and Business  Management

My course  of s tudie s  include d cla s se s  in micro-e conomic price  the ory, ma cro-e conomic

theory and bus iness  cycle s , a ccounting, management, and da ta  process ing. I e a rned an

MBA de gre e  from Xa vie r Unive rs ity, Cincinna ti, Ohio, with a n a re a  of conce ntra tion in

multina tiona l bus iness

Afte r working a s  a  compute r progra mme r for a  ma jor oil a nd re fining compa ny, I a pplie d

my computer skills  to ra te  research, load research, and load forecasting as a  member of the

Cincinna ti Ga s  & Ele ctric Compa ny's  (la te r Cine rgy/Duke  Ene rgy) Ra te  & Economic

Resea rch Depa rtment for 15 yea rs . I was  promoted to a  success ion of more  re spons ible

pos itions  the re  a nd ultima te ly wa s  na me d Economis t in cha rge  of a ll e le ctric s a le s  a nd

load forecas ting activitie s . In this  pos ition I was  re spons ible  for cons tructing econome tric
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mode ls  of the  re giona l e conomy for the  purpos e  of fore ca s ting e le ctric s ys te m pe a k

demands  and sa le s  by cla ss  of se rvice  for a  three -s ta te  se rvice  te rritory. S ince  tha t time , I

ha ve  s e rve d a s  a  cons ulta nt a nd bra nch ma na ge r of two cons ulting firms  providing

services  to such clients  as  the  S ta te  of Arizona  and the  Los Alamos Nationa l Labora tories

Los  Ala mos , Ne w Me xico. More  re ce ntly, Sha ve  he ld pos itions  in the  gove rnme nt se ctor

and in 2005 was  employed by the  ACC as  a  Public Utilitie s  Ana lys t

I ha ve  pa rticipa te d in va rious  cla s se s  on ge ne ra l re gula tory a nd utility is sue s , including the

Un iv e r s it y  o f  W is c o n s in ' s  "G a s  R a t e  F u n d a m e n t a ls " c la s s ,  Ne w Me x ic o S ta te

Unive rs ity's  "Ba s ics " c la s s ,  a nd  Michiga n S ta te  Unive rs ity's  "Ca m p NARUC" progra m . I

a m  a  m e m be r o f the  Na tiona l As s oc ia tion  fo r Bus ine s s  E c onom ic s  a nd  ha ve  te s tifie d

be fore  the  Arizona  Corpora tion Commiss ion

14 Q What is the scope of your testimony in this case

In  th is  ca s e , I will a ddre s s  a  funding or cos t re cove ry me cha nis m for DS M a t UNS

Ele ctric, Inc. ("UNS  Ele ctric" or the  "Compa ny"). I will a ls o s ugge s t a  funding cha nge

for Renewables  programs a t UNS Electric

Time  of Us e  ra te s  ("TOU"), a lthough include d by UNS  Ele ctric in this  filing a s  a  DS M

program, will be  addre ssed in this  ca se  by S ta ff witness , Frank Radigan, as  a  ra te  matte r

a nd, the re fore , cos ts  re la te d to tha t progra m will not be  include d in the  DS M funding

mechanism. UNS  Ele ctric  propos e d  tha t its  Low Income  We a the riza tion  P rogra m

("LlW") be  re move d from ba s e  ra te s  to be come  one  of its  re s ide ntia l DS M progra ms

S ta ff witne s s , Ms . J u lie  McNe e ly-Kirwin , a ddre s s e d  UNS  Ele c tric 's  p ropos e d  b ill

a ss is tance  component of the  LIW in he r Direct Tes timony
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in  th is  p ro c e e d in g . I  wi l l  m a k e

re comme nda tions  a ls o re ga rding cos t re cove ry a s pe cts  of re ne wa ble s  progra ms  a t UNS

Ele ctric , but will not a ddre s s  the  individua l re ne wa ble s  progra ms

Since  UNS Electric has  filed de ta ils  of its  "Demand S ide  Management Portfolio P lan 2008

2012" ("Portfolio P la n") for Commiss ion a pprova l outs ide  of this  ra te  ca se  (Docke t No

E-04204A-07-0365), my focus  on DSM a t this  time  will be  to make  gene ra l comments  on

UNS  Ele ctric's  DS M a ctivitie s . I ha ve  e xa mine d UNS  Ele ctric's  P ortfolio P la n filing to

ma ke  obse rva tions  on the  scope  of the  DS M a ctivitie s  conte mpla te d by the  Compa ny in

order to make  appropria te  recommendations  in this  proceeding for DSM cost recovery, but

will no t a dd re s s  the  ind ividua l DS M p rog ra ms

1 1 Q Have you reviewed relevant portions of UNS Electric's filing in Docket No

E-04204A-06-0783 submitted by the Company in this case

Yes , I have . I have  a lso examined the  Company's  DSM Portfolio P lan filed in Docke t No

E-04204A-07-0365, but S ta ff has  not comple ted ana lys is  of the  Portfolio P lan or the  DSM

progra ms  in tha t portfolio a nd will ma ke  no s pe cific re comme nda tions  re ga rding the

Portfolio P lan in this  proceeding

18

19

20

CURRENT DEMAND SIDE MANAGEMENT COST RECOVERY

Current DSM Programs and Funding

Q. What DSM Programs does UNS Electric currently conduct?

According to its  S e mi-Annua l Re port on De ma nd S ide  Ma na ge me nt P rogra ms  ("s e mi

annua l reports"), UNS Electric currently conducts  the  following DSM programs

1. Re s ide ntia l Ene rgy Surve y P rogra m

2. Comme rcia l Ene rgy S urve y P rogra m

3. Re s ide ntia l Ne w Cons truction

4. Aca de mic Educa tion



UNS EIectnlc, Inc.
Demand Side Management Costs *

2004 Inn 2086
(actual)

2004 - January - June $20,379

July - De ce mbe r $142,715 $163,094

2005 - J a nua ry - J une $72,098

July -. December $122,121 $194,219

2006 - January - June $53,013

July - De ce mbe r $101,294 $154,307

* Doe s  not include  the  LIW Progra m

Dire ct Te s timony of Je rry D. Ande rson
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UNS  Ele ctric a lso conducts  a  Low Income  We a the riza tion ("LIW") progra m not curre ntly

cons ide red DSM, but it is  propos ing to include  LIW as  a  DSM program

4 Q How a re  c urre n t UNS Ele c tric  DSM progra ms  funde d?

Decis ion No. 59951, Janua ry 3, 1997, a llowed $175,000 annua lly from base  ra te s  to filed

on-going DSM programs

8 Q Was the LIW program included in that $175,000 DSM funding

No. De cis ion No. 59951 a llowe d a n a dditiona l $70,000 a nnua lly from ba se  ra te s  to fund

the  LIW progra m which wa s  no longe r ca te gorize d a s  DSM a s  a  re sult of tha t sa me  ra te

13 Q How much has  UNS Elec tric  been s pending on DSM ac tivities  in  recent years

The  following is  a  s umma ry of DS M e xpe nditure s  re porte d by UNS  Ele ctric in its  s e mi

annual reports . These  amounts  do not include  expenditures  on the  LIW program
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P RO P O S E D DE MAND S IDE  MANAG E ME NT CO S T RE CO VE RY

Propos ed DSM Programs  and Funding

Q . What DSM Programs  were  propos ed by UNS Elec tric  in  th is  proceeding?

A. UNS Ele ctric propose d the  following DSM progra ms :

1. TOU P ricing P la ns

2. Dire ct Loa d Control ("DLC") P rogra m

a) Air conditione r cycling

b ) Programmable  the rmosta t control

Energy Smart Homes Program

Shade Tree Program

Low Income  Wea the riza tion (included a s  DSM)

3.

4 .

5 .

Staff also determined that the Company intends to continue or enhance its Residential

Energy Survey program, Academic Education program, and Commercial Energy Survey

program as components of an Education and Outreach Program.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2 0

2 1

2 2

Q- UNS  Ele c tric  ha s  p ropos e d  moving  the  LIW p rog ra m in to  DS M. Doe s  S ta ff c onc u r

with  this  propos a l?

A. Ye s . S ta ff re comme nds  tha t the  LIW progra m be  move d in to  UNS  Ele ctric 's  DS M

portfolio pla n a s  a  DS M progra m a nd tha t it be  funde d a s  a  DS M progra m. As  a  DS M

progra m, howe ve r, LIW will ne e d to be  prove n to be  cos t-e ffe ctive  or to be  modifie d to

become  cos t-e ffective  like  any othe r DSM program.
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1 Q Are the DSM Programs proposed in UNS Electric's Portfolio Plan the same as those

proposed in the instant proceeding

No. It appears that UNS Electric made significant changes to its DSM plans after the time

it made this rate case filing. UNS Electric subsequently filed its DSM Portfolio Plan and

related programs in Docket No. E-04204A-07-0-65 on June 13, 2007

7 Q Mr. Anderson, what changes to UNS Electric's DSM plans outlined in this rate case

filing have come to your attention?

In its Portfolio Plan tiling, UNS Electric proposed the following three additional DSM

programs

1. Re s ide ntia l HVAC Re trofit P rogra m

2. Educa tion and Outreach P rogram

3. Comme rcia l Fa cilitie s  Efficie ncy P rogra m

The Education and Outreach Program is a new DSM program for UNS Electric which

includes five components, three of which have evolved from and are similar to the 1)

Residential Energy Survey, the 2) Commercial Energy Survey, and the 3) Academic

Education existing DSM programs

20 Q Did you notice any other changes between the DSM plans filed in this case and the

more recently filed Portfolio Plan?

Ye s . The  DLC progra m file d in the  P ortfolio P la n no longe r include s  a  compone nt to

dire ctly cycle  a ir conditione rs . It propos e s  only the  P rogra mma ble  The rmos ta t Control

co mp o n e n t o f th e  DLC p ro g ra m wh ich  wo u ld  cyc le  a ir co n d itio n e rs  th ro u g h  th e

thermosta t
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2

3

4

5

6

UNS  Ele ctric a ls o re move d $20,000 a nnua lly for Eme rge ncy Bill As s is ta nce  from its

es tima te  of cos ts  for the  LIW program. S ta ff does  not cons ide r Emergency Bill Ass is tance

as  DSM and, there fore , agrees  tha t Emergency Bill Assis tance  should not be  included with

the  LIW progra m if tha t progra m is  ca te gorize d a s  a  DS M progra m. S ta ff ha s  indica te d

tha t the  Eme rge ncy Bill As s is ta nce  s hould be  include d in UNS  Ele ctric's  Wa rm S pirits

program and tha t the  $20,000 for tha t component be  funded through base  ra tes  (see  Direct

Te s timony of S ta ff witne s s  J ulie  McNe e ly-Kirwin, p. ll, line  20 through p. 12, line  21).

S ta ff recommends  tha t the  Emergency Bill Ass is tance  component of the  LIW program not

be  included a s  pa rt of tha t program if LIW is  re -ca tegorized a s  DSM, and tha t Emergency

Bill Ass is tance  not be  funded with DSM funds .

7

8

9

10

11

12 Q. Are  UNS  Ele c tr ic 's  Tim e  o f Us e  ("TOU") p ric in g  p la n s  in c lu d e d  in  th e  P o rtfo lio

P lan?13

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

A. No. The y a re  not. The  TOU pricing pla ns  we re  include d by UNS  Ele ctric a s  DS M in this

ra te  ca s e  filing, but the y a re  not include d a s  DS M in the  Compa ny P ortfolio P la n filing.

TOU e duca tion, howe ve r, wa s  include d a s  a  compone nt of the  Educa tion a nd Outre a ch

P rogra m in the  Compa ny's  P ortfolio P la n. S ta ff re comme nds  tha t UNS  Ele ctric's  TOU

pricing plans  not be  cons ide red as  DSM, and tha t these  activitie s  not be  funded with DSM

funds . TOU educa tion will be  eva lua ted by S ta ff outs ide  this  ra te  case  a s  a  component of

the  Educa tion a nd Outre a ch DS M P rogra m whe n UNS  Ele ctric's  P ortfolio P la n filing is

addressed.
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1 Q Mr. Anderson, would you summarize your understanding of what DSM programs

UNS Electric is currently proposing to undertake, subject to Commission approval?

Yes. My understanding is that UNS Electric's current DSM plans are to engage in those

programs included in its Portfolio Plan filed with the Commission on June 13, 2007 in

Docket No. E-04204A-07-0365

7 Q- Would you summarize the DSM programs included in that Portfolio Plan?

Yes. The following DSM programs are included

3.

4.

5.

6.

Educa tion a nd Outre a ch P rogra m

a ) Re s ide ntia l Educa tion

b) Ac a de mic  Educ a tion

c ) Comme rc ia l Educ a tion

d ) Tim e  fUs e  E d u c a t io n

Dire c t Loa d Control P rogra m

a ) P rogra mma ble  the rmos ta t control

Low Income  We a the riza tion P rogra m

Re s ide ntia l Ne w Cons truction P rogra m

Re s ide ntia l HVAC Re trofit P rogra m

S ha de  Tre e  P rogra m

Comme rcia l Fa cilitie s  Effic ie ncy P rogra m

22 Q How much does UNS Electric estimate it will spend on these DSM activities in the

2.

ne xt five  ye a rs

According to  UNS  Ele c tric 's  e s tima te d budge t informa tion file d in  its  P ortfolio  P la n, the

following DS M e xpe nditure s  a re  a ntic ipa te d ove r the  pe riod 2008 through 2012. The s e

7.

1 .



U3,\IS Electric, Inc.
Demand Side Management Casts

2008 -~ 2832
(estimated)

2008 2009 2010 2011 2012

Education and Outreach $170,000 $130,000 $133,900 $137,917 $142,055

Dire ct Loa d Control $1,968,000 $1,288,389 $1,370,300 $1,453,372 $1,537,637

Low Income  We a the riza tion * $105,000 $108,150 $111,395 $114,736 $118,178

Res identia l New Cons truction $420,000 $432,600 $445,578 $458,945 $472,714

HVAC Re trofit $300,000 $309,000 $318,000 $327,818 $337,653

Shade Tree Program $65,000 $66,050 $67,132 $68,246 $69,393

Com. Fa cilitie s  Efficie ncy $400,000 $412,000 $424,360 $437,091 $450,204

TO TAL $3,428,000 $2,746,189 $2,870,665 $2,998,125 $3,127,834

* LIW cos t e s tima tes  do not include  $20,000 each yea r for Emergency Bill Ass is tance
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planned expenditures  a re  es timates  only and a re  contingent upon Commission approva l of

UNS Ele ctric's  DSM progra ms  for which it ha s  ma de  a pplica tion

4

5 DSM Cost Recovery Considerations

6 Q. Do the  DS M P rogra ms  p ropos e d  by UNS  Ele c tric  in  its  P ortfo lio  P la n  c ompris e  the

7 DSM activities for which you are recommending a cost recovery mechanism in this

8 rate case?

9

1 0

11

1 2

1 3

A. Ge ne ra lly, ye s . While  the  Portfolio P la n progra ms  a re  our mos t curre nt unde rs ta nding of

wha t UNS  Ele c tric  is  p ropos ing , it is  no t known  a t th is  time  wh ich  o f the s e  DS M

progra ms  the  Commiss ion will a pprove  or disa pprove  or whe n this  will occur. In the  fina l

ana lys is , programs  could be  disapproved, new programs  could be  added, and proposed

programs could be  modified e ither in scope  or in concept. S ta ff" s  objective  is  to propose  a
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1

2

funding me cha nism tha t would be  re spons ive  to those  DSM progra ms  a nd a ctivitie s  tha t

the  Commiss ion may ultima te ly approve  for UNS Electric outs ide  of this  docke t.

3

4 Q- How is  UNS  Ele c tric  p ropos ing  to  re c ove r the  c os ts  o f its  DS M progra ms  fo llowing

5

6

7

8

9

10

11

d is p o s itio n  o f th is  ra te  cas e?

UNS  E le c tric  is  p ro p o s in g  to  e xc lu d e  DS M c o s ts  iro n  b a s e  ra te s  a n d  to  im p le m e n t a

s ingle  line -ite m  pe r kph cha rge  on a ll cus tom e rs ' bills  to  colle c t the  a m ount e s tim a te d to

be  s pe nt on  DS M during  a  g ive n  ye a r.  The  pe r kph cha rge  is  propos e d  to  be  ca lcula te d

s im ply by dividing a nnua l e s tim a te d DS M cos ts  for the  ne xt ye a r by the  a nnua l e s tim a te d

kph s a le s  for tha t s a m e  ye a r.  The  Com pa ny is  propos ing to  a djus t the  s ubs e que nt ye a r's

DS M cha rge  to a ccount for a ny mis ma tch in a  give n ye a r's  s pe nding a nd cos t re cove ry.

12

13

14

15

16

17

18

19

2 0

2 1

22

In  re s pons e s  to  S ta ff Da ta  Re que s ts  13.14 a nd 13.15, UNS  Ele ctric ha s  outline d a

modifie d me thodology to ca lcula te  the  DS M Adjus tor ra te  during the  initia l pe riod to

re cognize  tha t this  pe riod will be  cha ra cte rize d a s  a  "ra mp-up" pe riod during which DSM

a ctivitie s  will be  ra mping up to be come  fully ope ra tiona l. The  Compa ny is  propos ing to

include  100 pe rce nt of the  LIW cos ts  a nd 25 pe rce nt of the  cos ts  for the  othe r DS M

progra ms  in the  ca lcula tion of this  initia l a djus tor ra te . UNS  Ele ctric be lie ve s  the  LIW

program can immedia te ly use  the  additiona l new funding without s ignificant ramp-up time

as  the  proposed program is  little  changed. The  Company proposes  to ca lcula te  the  initia l

DS M cha rge  by dividing the s e  cos ts , re fle cting ra mp-up DS M a ctivitie s , by the  kph

recorded in the  test year.

23

24 Q- Is  the  DSM cos t recovery mechanis m UNS Elec tric  is  propos ing a  "DSM Adjus tor? "

25

26

A.

A. Ye s , it is . Although UNS  Ele ctric ha s  not us e d tha t te rminology, the  me cha nis m the

Company proposes is  a  DSM adjustor mechanism.
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1 Q Is  it fa ir to  c onc lude  tha t S ta ff is  in  ge ne ra l a g re e me n t with  UNS  Ele c tric  re ga rd ing

the need to establish a DSM adjustor cost recovery mechanism for the Company in

this proceeding

Ye s . S ta ff re comme nds  tha t UNS  Ele ctric dis continue  re cove ry of its  DS M cos ts  from

base  ra tes , and tha t it be  a llowed to recover its  prudently incurred cos ts  in connection with

Commiss ion-a pprove d DS M a ctivitie s  through a  s e pa ra te  DS M a djus tme nt me cha nism

and that such a  mechanism should be  established in this  proceeding

9 Q What alternatives for recovery of Commission-approved DSM costs did Staff

consider?

Alte ra tive  me thods  cons ide re d  by S ta ff fo r re cove ring  the  cos t o f DS M progra m

a ctivitie s  a t UNS  Ele ctric include  the  following: (1) re cove ry through ba se  ra te s  with no

de fe rra l accounting, (2) recove ry through a  de fe rra l account, (3) recove ry by amortiza tion

or capita liza tion of cos ts  over time , and (4) recovery through a  combina tion method

16 Q S h o u ld  UNS  Ele c tric  re c o ve r its  Co mmis s io n -a p p ro ve d  DS M c o s ts  th ro u g h  b a s e

rates with no deferral accounting

No. This  me thod, while  providing time ly re cove ry, la cks  the  fle xibility to a djus t a s  ne w

programs are  added or current programs are  expanded between ra te  cases. This  method is

wha t is  curre ntly in pla ce  for UNS  Ele ctric DS M cos t re cove ry, but is  not a ppropria te  a s

we  a re  looking towa rd ra pid, ye t unce rta in, e xpa ns ion of DSM a ctivitie s  a t UNS Ele ctric

One weakness of this methodology is  when actual incurred costs are  less than the  base  ra te

amount, it can result in ra tepayers  paying for DSM costs  tha t have  not ye t been expended

by the  utility without a ny true -up
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1 Q Should UNS Electric recover its Commission-approved DSM costs through a

deferral account?

No. Although this  me thod ha s  be e n use d a t UNS  Ele ctric (Citize ns ) in the  pa s t, it is  not

cons ide re d a n a ppropria te  me thodology a t the  pre se nt time . UNS  Ele ctric is  pla nning to

s ignifica ntly e xpa nd its  DS M a ctivitie s  a nd to incre a s e  the  dolla rs  e xpe nde d on thos e

activitie s  commensura te ly. S ta ff be lie ve s  those  e xpe nditure s  should be  re cove re d in a

more  time ly ma nne r tha n this  me thod a llows . A de fe rra l a ccount typica lly doe s  not a llow

recovery until the  next ra te  case

10 Q Should UNS Electric recover its Commission-approved DSM costs through recovery

by amortization or capitalization of costs over time?

No. This  me thod trea ts  DSM expenditure s  much the  same  a s  an inves tment in new plant

or equipment where  the  investment is  recovered in ra tes  over time . It has  the  advantage  of

a  me thodology

progra ms  a re  s till sma ll or jus t be ginning. It could be come  a ppropria te  la te r whe n DS M

lessening the  impact of DSM costs  by spreading the  costs  over a  period of time  which may

more  close ly mirror the  time  pe riod ove r which the  DSM bene fits  a re  rea lized. In the  ca se

of UNS  Ele ctric, howe ve r, s uch is  not a ppropria te  a t th is  time  whe n

programs may be  s ignificantly expanded, and cos ts  for the  programs could become  more

burdensome to ra tepayers

21 Q Should UNS Electric recover its Commission-approved DSM costs through a

combination method?

No. The  Commiss ion ha s  use d a  combina tion DS M funding me thod for a nothe r utility in

the  past, however, S ta ff does  not be lieve  such a  method is  appropria te  for UNS Electric a t

this  time  be ca us e  of the  unce rta in le ve ls  a nd time line s  for propos e d DS M a ctivitie s . A

combina tion method could, for example , a lloca te a  fixed amount of Commiss ion-approved
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cos ts  to be  re cove re d a nnua lly in ba se  ra te s , a nd a ny a pprove d cos ts  ove r tha t a mount

could be  recovered through a  DSM adjus tor mechanism. This  me thod can exhibit some  of

the  same  characte ris tics  of the  base  ra te  me thod and can a lso be  coniiis ing and le ss  than

transparent to customers

6

7

Proposed DSM Cost Recovery

What costs should UNS be able to recover through Staffs recommended DSMQ

adjustor mechanism?

UNS  Ele ctric s hould be  a llowe d to  re cove r a ll prude ntly incurre d DS M progra m a nd

re la te d cos ts  incurre d by the  Compa ny in conne ction with Commis s ion-a pprove d DS M

progra ms  a nd a ctivitie s . Commis s ion a pprova l of budge ts  for DS M progra ms  a nd

a ctivitie s  will be  e s ta blis he d  in itia lly whe n the  Commis s ion  a cts  on  UNS  Ele ctric 's

Portfolio P laN filing. Changes  to approved budge t leve ls  could be  subsequently approved

by the  Commiss ion in re sponse  to Company applica tion(s ) for DSM program changes  or

through independent action of the  Commission

Allowable  cos ts  for Commiss ion-approved programs could include , for example , cos ts  for

re ba te s  or othe r ince ntive s  including re ba te  proce ss ing, cus tome r tra ining a nd te chnica l

assistance, cu s to me r e d u ca tio n ,  p ro g ra m p la n n in g  a n d a dminis tra tion, progra m

imple me nta tion, progra m ma rke ting a nd communica tions , me a sure me nt a nd e va lua tion

activitie s , and prope rly a lloca ted portions  of base line  s tudy expenses  if and when such a

s tudy is  a pprove d by the  Commis s ion. Actua l incurre d cos ts  s hould be  ite mize d in the

Company's  DSM semi-annua l reports , and would be  reviewed by S ta ff
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1 Q- How should DSM costs be charged to UNS Electric customers?

2

3

4

5

6

Sta ff recommends  tha t Commiss ion-approved DSM cos ts  should be  a ssessed to a ll UNS

Ele ctric cus tome rs  a s  a  cle a rly la be le d s ingle  line  ite m pe r kph cha rge  on cus tome r bills .

The  pe r kph cha rge  would be  a  re s ult of the  DS M a djus tor me cha nis m ca lcula tion a nd

would be  re -ca lcula te d a nnua lly. S ta ff be lie ve s  the  individua l DS M line -ite m cha rge

would provide  maximum transpa rency to UNS Electric cus tomers .

Q- How should DSM-related expenses be recorded in the DSM Adjustor account?

7

8

9

10

11

A.

12

S ta ff re comme nds  DS M re la te d e xpe ns e s  s hould be  re corde d in  the  DS M Adjus tor

account by DSM program and othe r ma jor ca tegorie s  of DSM expense s  with each ma jor

ca te gory furthe r disa ggre ga te d by type  of e xpe nse . Within e a ch DSM progra m or ma jor

ca te gory s ub-a ccount, the  iilrthe r dis a ggre ga tion by type  of e xpe ns e  would s e pa ra te ly

re cord re ba te s  a nd ince ntive s , ma rke ting, dire ct progra m imple me nta tion, a dminis tra tive13

14 costs, etc.

15

16

17

Q- How should the per kph DSM adjustor rate be reset each year?

18

19

20

21

22

23

24

25

26

A.

A. S ta ff re comme nds  tha t UNS Ele ctric's  DSM a djus tor ra te  be  re se t a nnua lly on June  1 of

e a ch ye a r be ginning J une  1, 2009, a nd tha t the  pe r kph ra te  be  ba s e d upon curre ntly

proje cte d DS M cos ts  for tha t ye a r, a djus te d by the  pre vious  ye a r's  ove r- or unde r-

colle ction, d ivide d by proje cte d re ta il s a le s  (kph) for tha t s a me  ye a r. S ta ff furthe r

re comme nds  UNS  E le c tric  s ubmit to  the  Commis s ion  in  Docke t Con tro l its  DS M

e xpe ns e s , prude ntly incurre d during the  pre vious  ca le nda r ye a r in  conne ction with

Commiss ion-a pprove d DS M progra ms  a nd a ctivitie s , a nd its  a ctua l DS M cos t re cove ry

colle cte d in the  pre vious  ye a r, a nnua lly by April l of e a ch ye a r. The  disa ggre ga te d cos ts

pla ce d in e a ch DSM Adjus tor sub-a ccount for the  pre vious  ye a r should be  summe d to a

tota l DS M cos t a nd compa re d with docume nte d DS M cos t re cove ry tha t s a me  ye a r to
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1

2

3

4

de te rmine  the  over- or under-collection adjus tment needed to modify projected DSM costs

for the  current yea r adjus te r ra te  ca lcula tion. S ta ff furthe r recommends  tha t UNS Electric

s ubmit, with its  pre vious  ye a r DS M cos ts  a nd DS M re cove ry, a  propos e d ca lcula tion of

the  ne w DS M a djus tor ra te  for the  curre nt ye a r. S ta ff a ls o re comme nds  tha t UNS

Electric's  proposed new DSM adjus tor ra te  sha ll become  e ffective  on June  l ifno action is

ta ke n by the  Commis s ion to  modify or re je ct it. If S ta ff ha s  conce rns  with  the  DS M

e xpe ns e s  s ubmitte d, the  DS M re ve nue s  colle cte d, or the  propos e d DS M a djus tor ra te

ca lcula tion, S ta ff will work with the  Compa ny to re solve  such dis cre pa ncie s  prior to the

.Tune  1 e ffective  da te . If necessa ry, S ta ff would present a  proposa l to the  Commiss ion for

a  decis ion.

5

6

7

8

9

10

1 1

1 2 Q-

1 3

Why are you recommending that an adjustor rate from this calculation procedure

not become effective until June 1, 2009?

14

15

16

17

18

19

2 0

21

Unde r a  s ce na rio whe re  Commis s ion a pprova l is  gra nte d for the  propos e d P ortfolio P la n

DS M a c tiv itie s  in  2 0 0 7 ,  2 0 0 8  wo u ld  b e  th e  firs t fu ll ye a r o f s p e n d in g  u n d e r th e  n e w

portfolio  of DS M progra ms  a t UNS  Ele c tric . Unde r s uch a  s ce na rio , it is  like ly tha t mos t

progra ms  would  s till be  ra mping-up during  2008 a nd e a rly 2009, but the  ne w progra ms

s hould be  in e ffe ct during tha t pe riod. The  DS M a djus tor ra te  to be come  e ffe ctive  J une  l,

2009, would be  the  firs t a djus tor ra te  ba s e d upon a ctua l ope ra tion (during ca le nda r ye a r

2008) of the  DS M progra ms  propos e d in the  P ortfolio P la n.

22 Q-

23

24

If the DSM adjustor rate calculated using the proposed procedure does not become

effective until June 1, 2009, what DSM Adjustor rate should be used immediately

upon the conclusion of this rate case and until June 1, 2009?

25

26

A.

A. S ta ff re comme nds  tha t from the  e ffe ctive  da te  of a n Orde r in this  ra te  ca s e  until J une  1,

2009, the  initia l DS M a djus tor ra te  s hould be  ba s e d upon 25 pe rce nt of curre ntly e s tima te d



2008 Estimate Included CostsPercentage

Educa tion a nd Outre a ch $170,000 25% $42,500

Dire c t Loa d Contro l $1,968,000 25% $492,000

Low Incom e  We a the riza tion $105,000 100% $105,000

Re s ide ntia l Ne w Cons truc tion $420,000 25% $105,000

HVAC Re tro fit $300,000 25% $75,000

Shade Tree Program $65,000 25% $16,250

Comme rcia l Fa cilitie s  Efficie ncy $400,000 25% $100,000

$3,428,000 $935,750
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P ortfo lio  P la n  firs t ye a r (2008) progra m  cos ts  for a ll p rogra m s  e xce pt the  LIW progra m

for which  100  pe rce n t o f the  e s tim a te d  2008  progra m  cos ts  s hould  be  inc lude d .  The s e

cos ts  s hould be  divide d by a djus te d Te s t Ye a r kph re ta il s a le s  a s  re porte d on S che dule  H

2 ,  p a g e  1 ,  lin e  9  (l, 6 0 6 ,3 7 6 ,3 9 7  kp h ). The  fo llowing ta ble  s um m a rize s  the  e s tim a te d

DS M cos ts  to be  include d in the  ca lcula tion, re cognizing tha t the s e  numbe rs  could cha nge

b a s e d  u p o n  C o m m is s io n  a p p ro v a l,  d is a p p ro v a l,  o r  re v is io n s  to  th e  c o n te m p la te d

7

8

programs:

9

10 Q- Under this calculation, what would be the level of the initial DSM adjustor rate?

11

12

13

A. Th e  in it ia l DS M a d ju s to r ra te  wo u ld  b e  $ 9 3 5 , 7 5 0  d iv id e d  b y 1 , 6 0 6 , 3 7 6 , 3 9 7  kp h  o r

$0.000583 pe r kph.  For a  re s ide ntia l cus tom e r us ing  866 kph pe r m onth  (2006 a ve ra ge

usa ge ), this  would re sult in a  cha rge  on e a ch monthly bill of $0.50 or a bout $6.00 pe r ye a r.
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1 Q~ Is this calculation in agreement with what was proposed by UNS Electric in response

2

3

to  S TF 13.14?

Ye s , the  ca lcula tion is  in a gre e me nt with UNS  Ele ctric 's  re sponse  to S TP  13. 14.

4

5 COST RECOVERY FOR RENEWABLES PROGRAMS

Changes in Renewables Requirements

Q. Why are you introducing the issue of cost recovery for renewables programs in your

6

7

8

9

10

11

12

testimony?

Staff is concerned that changes and mandates regarding renewable energy initiatives may

require UNS Electric to expand or alter its renewables programs and associated spending

in the near future. Staff is interested in ensuring that a funding mechanism flexible

enough to adapt to changes which may occur in the future is in place at UNS Electric.

13

14 Q, What types of changes are occurring

requirements in Arizona?

in renewables energy standards and

15

16

17

18

19

20

21

22

A.

A.

A. UNS  Ele ctric  wa s  re qu ire d  to  me e t the  Environme nta l P ortfo lio  S ta nda rd  ("EP S ")

e mbodie d in A.A.C. R14-2-1618 a nd a pprove d by the  Commis s ion in 2001. The  EP S

re quire d loa d-se rving e ntitie s  to de rive  a  portion of the  re ta il e ne rgy the y se ll from sola r

re s ource s  or e nvironme nta l frie ndly re ne wa ble  e le ctricity te chnologie s . The  portfolio

pe rce nta ge  incre a se s  a nnua lly. It wa s  1.00 pe rce nt in 2005 a nd be ca me  1.05 pe rce nt in

2006 with a t le a s t 60 pe rce nt from s ola r re s ource s . The  re quire me nt is  1.1 pe rce nt for

2007.
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1 Q Are  the  EPS rules  s till in  e ffec t?

Yes, but the Commission adopted the Renewable Energy Standard and Tariff ("REST")

rules on November 14. 2006. in Decision No. 69127. The REST rules are intended to

replace the current EPS rules

6 Q What is the status of the REST rules?

The  Commis s ion  s ubmitte d  its  a dopte d  ru le s  to  the  Office  of the  Arizona  Attorne y

Ge ne ra l for ce rtifica tion. It re ce ive d tha t ce rtifica tion on June  15. 2007. The  RES T rule s

are  expected to become effective  60 days a fte r be ing rece ived by the  Secre ta ry of S ta te  to

whom they were  sent a fte r ce rtifica tion, or on August 14, 2007

12 Q Do e s  UNS  Ele c tric  re ly u p o n  re n e wa b le s  p ro g ra ms  to  me e t a  p o rtio n  o f its  lo a d

requirements

Yes. UNS Electric has been engaged in various renewables programs in an attempt to

meet its obligations under the EPS. Alter the REST mies become effective, Staff expects

UNS Electric to comply with them

18

19

Current Renewables Cost Recovery

Q How does UNS Electric currently recover its renewables costs?

UNS  Ele c tric  cu rre n tly re cove rs  its  re ne wa b le  cos ts  in  a n  EP S  s u rcha rge . The

Environme nta lly Frie ndly P ortfolio S urcha rge  ("EFP S ") ta riff outline s  EP S  s urcha rge

amounts  a ssessed monthly to eve ry me te red and non-mete red re ta il e lectric se rvice . The

surcha rge  in the  EFPS  ta riff is  currently se t a t $0.000875 pe r kph with monthly caps  pe r

s e rvice  of $0.35 for re s ide ntia l cus tome rs , $13.00 for non-re s ide ntia l cus tome rs , a nd

$39.00 for non-res identia l customers  with demands of 3,000 kW or more
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1 Q How many dollars have been collected by UNS Electric for renewables?

During the  te s t ye a r, $538,502 wa s  colle cte d through the  EFP S  s urcha rge . Additiona l

funding in the  a mount of $5,296 wa s  colle cte d during the  te s t ye a r through the  Gre e n

Watts  program which is  a  volunta ry supplementa l source  of funds for renewables

6

7

Proposed Renewables Cost Recovery

Q Should renewables programs at UNS Electric continue to be funded through the

EFPS tariff?

Ye s . Howe ve r, De cis ion No. 63360 ha d a pprove d the  EFP S  on a n inte rim ba s is , on

Februa ry 8, 2001, pending true -up in a  ra te  review proceeding in which fa ir va lue  findings

a re  de tennined by the  Commiss ion. S ince  the  current proceeding would cons titute  such a

ra te  re vie w proce e ding, S ta ff re comme nds  tha t the  EFP S  ta riff be come  pe rma ne nt. In

orde r to provide  more  fle xibility, howe ve r, S ta ff re comme nds  tha t the  EFP S  s urcha rge

ta riff be come  a n a djus tor me cha nis m. The  initia l a mount of this  a djus tor ra te  would be

the  s a me  a s  conta ine d  in  the  curre nt EFP S  ta riff, including  ca ps . An a djus tme nt

mechanism would a llow for future  funding changes

The  RES T rule s  re quire  e a ch utility to file  a  ta riff within 60 da ys  of the  e ffe ctive  da te  of

the  RES T rule s . The  RES T rule s  provide  for a  utility tha t ha s  a n a djus tor me cha nism to

file  a  re que s t to re se t its  a djus tor ra te s  in lie u of the  ta riff. Such a pprove d a djus tor ra te s

would replace  the  EFPS surcharge  ra tes in this  adjustor mechanism

23 Q How would the adjustor mechanism work?

The  Compa ny would be  a ble  to file  a n Applica tion for Commis s ion a pprova l to cha nge

the  renewables  adjus tor ra te  and caps . Each Applica tion would be  reviewed by S ta ff; and
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S ta ff re comme nda tions  would be  ma de  to the  Commis s ion. The  Commis s ion would

approve , disapprove , or modify the  Company's  applica tion

4 Q If approved, how would the renewables charge under the adjustor mechanism be

assessed to customers?

The  re ne wa ble s  s urcha rge  a mount is  curre ntly bille d a s  a  s e pa ra te  line  ite m on UNS

cus tome rs ' bills . Unde r the  a djus tor me cha nis m, S ta ff re comme nds  the  a mount of the

renewable s  cha rge  continue  to be  billed a s  a  sepa ra te  line  item on UNS cus tomer's  bills

The  renewables  charge  line  item would be  separa te  and dis tinct from the  DSM charge  line

item which would a lso appea r on cus tomers ' bills

1 2

1 3

S UMMAR Y O F  S TAF F  R E C O MME NDATIO NS

Q Pleas e  s ummarize  your recommendations

2.

4.

S ta ff recommendations a re  as  follows

1. S ta ff re comme nds  tha t the  LIW progra m be  move d  in to  UNS  Ele ctric 's  DS M

portfolio plan as  a  DSM program and tha t it be  funded as  a  DSM program

S ta ff re comme nds  tha t the  Eme rge ncy Bill As s is ta nce  compone nt of the  LIW

progra m not be  include d a s  pa rt of tha t progra m if LIW is  re -ca te gorize d a s  DS M

and tha t Emergency Bill Ass is tance  not be  funded with DSM funds

S ta ff re comme nds  tha t UNS  Ele ctric 's  TOU pricing pla ns  not be  cons ide re d a s

DSM_ and tha t these  activities  not be  funded with DSM funds

S ta ff re comme nds  tha t UNS  Ele ctric dis continue  re cove ry of its  DS M cos ts  from

base  ra tes , and tha t it be  a llowed to recover its  prudently incurred costs  in connection

with Commis s ion-a pprove d DS M a ctivitie s  through a  s e pa ra te  DS M a djus tme nt

mechanism, and that such a  mechanism should be  established in this  proceeding

3.
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

10.

20

21 11.

22

23

24

25

26

5.

6.

7.

8.

9.

Sta ff recommends  tha t Commiss ion-approved DSM cos ts  should be  a ssessed to a ll

UNS  Ele ctric cus tome rs  a s  a  cle a rly la be le d s ingle  line  ite m pe r kph cha rge  on

cus tome r bills .

S ta ff re commends  DSM re la ted expense s  should be  recorded in the  DSM Adjus tor

a ccount by DS M progra m a nd othe r ma jor ca te gorie s  of DS M e xpe nse s  with e a ch

major ca tegory further disaggregated by type  of expense .

S ta ff recommends  tha t UNS Electric's  DSM adjus tor ra te  be  re se t annua lly on June

l of e a ch ye a r be ginning J une  1, 2009, a nd tha t the  pe r kph ra te  be  ba s e d upon

currently projected DSM cos ts  for tha t yea r, adjus ted by the  previous  yea r's  ove r- or

unde r-collection, divided by projected re ta il sa le s  (kph) for tha t same  yea r.

S ta ff re comme nds  UNS  Ele ctric s ubmit to the  Commis s ion in Docke t Control its

DSM e xpe nse s , prude ntly incurre d during the  pre vious  ca le nda r ye a r in conne ction

with Commiss ion-a pprove d DS M progra ms  a nd a ctivitie s , a nd its  a ctua l DS M cos t

recove ry collected in the  previous  yea r, annua lly by April l of each yea r.

S ta ff re comme nds  tha t UNS  Ele ctric submit, with its  pre vious  ye a r DS M cos ts  a nd

DSM recove ry, a  proposed ca lcula tion of the  new DSM adjus tor ra te  for the  current

yea r, annua lly by April 1 of each yea r.

S ta ff re comme nds  tha t UNS  Ele ctric 's  propos e d ne w DS M a djus tor ra te  s ha ll

become effective  on June  1 of each year beginning June  1, 2009, if no action is  taken

by the  Commiss ion to modify or re je ct it.

S ta ff recommends tha t from the  e ffective  da te  of an Order in this  ra te  case  until June

l, 2009, the  initia l DSM a djus tor ra te  should be  ba se d upon 25 pe rce nt of curre ntly

e s tima ted Portfolio P lan firs t yea r (2008) program cos ts  for a ll programs  except the

LIW program for which 100 pe rcent of the  e s tima ted 2008 program cos ts  should be

include d. The se  cos ts  should be  divide d by a djus te d Te s t Ye a r kph re ta il s a le s  a s

reported on Schedule  H-2, page  1, line  9.
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12.

13.

14.

Staff recommends that the  EFPS tariff become permanent

Staff recommends that the  EFPS surcharge  tariff become an adjustor mechanism

S ta ff re comme nds  the  a mount of the  re ne wa ble s  cha rge  continue  to be  bille d a s  a

separa te  line  item on UNS cus tomer's  bills

6 Q Does this conclude your direct testimony

7 A Yes. it does
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EXECUTIVE SUMMARY
UNS ELECTRIC. INC

DOCKET NO. E-04204A-06-0783

Class Cost of Service Study ("CCOSS") -- The allocation of purchased power is the single
largest factor driving the results. To properly allocate this cost, one needs to either entirely
exclude all purchased power costs from the cost of service study or thoroughly analyze
individual cost components that make up purchased power so as to understand if they are
demand related or customer related. Yet,  the Company has provided no proof that  its
allocation method is consistent with the costs incurred. Until this is done. I recommend that
the results of the CCOSS not be used for revenue allocation purposes and that any revenue
increase be allocated on an equal percentage basis

Time of Use ("TOU") Rates  -  Manda tory T OU ra tes  for  cus tomer s  should not  be
implemented given that most usage for most customers is so small that it would not justify
the added expense.

TOU Time Periods In general the time periods selected by the Company are reasonable
and coincide with those in the marketplace and other neighboring utilities.

TOU TIME PERIOD RATE DIFFERENTIALS -  Whi le  I  r ecognize  t ha t  t hes e
differentials may change with adjustments to the PPFAC mechanism, they were reasonably
developed and give the proper price signals to customers to switch usage to the off-peak
period.

INCLINING BLOCK RATE STRUCTURE - While I agree with this recommendation in
principle to give customers some price signal that the more they use the more it costs to
serve, the introduction of the inclining block rates at this time was impractical given the
small recommended rate increase and increases in the customer charge.

MERGER OF MOHAVE AND SANTA CRUZ R.ATES - Given that the current absolute
dollar differential in the customer's bill is small, that costs for the Company as a whole are
increasing and the small overall rate increase being recommended,  I recommend that a
complete elimination of the differential not be made at this time. Rather, the customer
charge for both counties should be increased and the remaining revenue requirement be
recovered from increasing the energy charge of the Mohave County customers.

RESETTING THE PPFAC TO ZERO - Per the problems outlined by Staff Witness Smith
and noted in the CCOSS section of my testimony, it is premature to make this change at this
time. The rates have been designed, however, to separately show the power supply costs that
are currently included in base rates.

CUSTOMER CHARGES - Balancing rate impacts and the cost to serve as indicated by the
CCOSS, the customer charge for the Residential Service Class should be increased from
$6.50 per month to $7.50 per month, an increase of $1 .00 per month, or 15.4 percent. For the
Small General Service Class, I recommend that the customer charge increase from $10 per
month to $12 per month, an increase of $2.00 per month or 18.3 percent.  For the Large
General Service Class and the Interruptible Service Class, I recommend that the customer
charge be set at $15.50 per month for both the TOU and non-TOU rates.  Each of these



cha rge s  is  s ome wha t be low the  indica te d cos t to s e rve  a nd a ls o limits  the  ra te  impa cts  to
customers. For the  La rge  P owe r S e rvice  Cla s s , the  CCOS S  indica te s  tha t the  cus tome r
component is  $2,140 pe r month but the  Company is  propos ing to keep the  cus tomer cha rge
for se rvice  a t le ss  than 69 kV a t $365 pe r month and for se rvice  above  69 kV decreas ing the
cha rge  from $800 pe r month to $400 pe r month. While  ne ithe r of the se  proposa ls  comports
with the  CCOSS, Irecornmend tha t they be  approved to avoid unnecessary bill increases

MIS CE LLANE O US  S E RVICE FEES -- S ta ff supports  adopting the  Misce llaneous  Service
Fe e s  propos e d by UNS  Ele ctric. While  the  Compa lly's  cos t da ta  for Re conne ction or
Co n n e c tio n  o f S e rvic e  a fte r No rma l Bu s in e s s  Ho u rs  a n d  Afte r Ho u rs  o f S e rvic e
Es ta blis hme nt/Re -e s ta blis hme nt (include s  we e ke nds  a nd holida ys ) s hows  $126.66 a s
opposed to the  $75 proposed by the  Company, the  Company's  proposa l to ra ise  these  fee s
from the  curre nt le ve l of $60 to the  propos e d le ve l of $75 re fle cts  a  gra dua l a pproa ch to
imple me nting ra te  cha nge s , which is  s upporte d by S ta r The  othe r Mis ce lla ne ous  S e rvice
Fees proposed by the Company are supported by the cost data  and should be adopted

DE MAND C HAR G E S  F O R  LAR G E  G E NE R AL AND LAR G E  P O WE R  S E R VIC E
The  CCOSS does  not break down cost of se rvice  da ta  for the  LPS >69 kV or <69 kV nor ra te
diffe re ntia l be twe e n TOU a nd Non-TOU for LGS . In dis cove ry, I a s ke d the  Compa ny to
provide  the  cost bas is  for its  proposa l and any associa ted workpapers  or cos t s tudies  used to
s upport it. None  we re  g ive n . Give n the  la ck of jus tifica tion on the  Compa ny's  pa rt, I
recommend no rea lignment of the  demand charge  diffe rentia ls  a t this  time .

INC R E AS ING  THR E S HO LD F O R  LAR G E  G E NE R AL S E R VIC E _ The  Compa ny's
proposa l for increas ing the  threshold for la rge  genera l se rvice  to 7,500 kph is  reasonable  and
should be  adopted. A s ma ll ge ne ra l s e rvice  cus tome r tha t us e s  10,000 kph pe r month
currently pays  approximate ly $940 pe r month while  under the  Large  Genera l Se rvice  Class  it
would pay approxima te ly $1,200 pe r month or 28% highe r. Given tha t the re  is  no change  in
the  physica l se rvice  be ing provided to the  cus tomer, the re  is  no jus tifica tion for the  increased
costs  to the  la rge  genera l se rvice  ra te  cus tomer under the  current threshold. The  Company's
proposal should be  adopted.

CARE S  DIS CO UNT - S ta ff Witne s s  J ulie  McNe e ly-Kirwa n ha s  re comme nde d tha t the
Compa ny's  propos a l to re vis e  the  s tructure  of the  CARES  dis count be  re je cte d a nd the
current CARES discount s tructure  be  re ta ined. I have  re flected these  recommendations in the
CARES ra te  design.

B LAC K MO UNTAIN G E NE R ATING S TATIO N -. The  Company's  proposa l to increase
the  a ve ra ge  ba se  de live ry cha rge  to cus tome rs  by a pproxima te ly 0.6 ce nts  pe r kph a nd to
make  a  corresponding decrease  of 0.6 cents  per kph to the  base  power supply ra te  on June  l,
2008 or the  da te  of comme rcia l ope ra tion of Bla ck Mounta in Ge ne ra ting S ta tion ("BMGS ")
de s cribe d  on  pa ge  3  of UNS  Ele ctric  witne s s  La rs on 's  te s timony a ppe a rs  to  be  ra te
gimmickry and should not be  adopted.
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1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3

4

5

6

My na me  is  Fra nk W. Ra diga n. I a m a  principa l in the  Huds on Rive r Ene rgy Group, a

consulting Linn providing se rvice s  re ga rding the  e le ctric utility indus try a nd spe cia lizing

in  the  fie lds  o f ra te s ,  p la nn ing  a nd  u tility e conomics . My o ffice  a d d re s s  is  1 2 0

Washington Avenue , Albany, New York 12210.

7

8 Q- Please describe your educational background and professional experience.

9

10

11

I re ce ived a  Bache lor of Science  degree  in Chemica l Enginee ring from Cla rkson College

of Te chnology in P ots da m, Ne w York (now Cla rks on Unive rs ity) in 1981. I re ce ive d a

Ce rtifica te  in Re gula tory Economics  from the  S ta te  Unive rs ity of Ne w York a t Alba ny in

12 1990. From 1981 through Fe brua ry 1997, I s e rve d on the  S ta ff of the  Ne w York S ta te

13

14

15

16

17

De pa rtme nt of Public Se rvice  ("DPS") in the  Ra te s  a nd Sys te m P la nning se ctions  of the

Powe r Divis ion. My re spons ibilitie s  include d re source  pla nning a nd the  a na lys is  of ra te s ,

de pre cia tion ra te s  a nd ta riffs  of e le ctric, ga s , wa te r a nd s te a m utilitie s  in the  S ta te  a nd

encompassed ra te  des ign and performing embedded and margina l cos t of se rvice  s tudies

as well as  deprecia tion studies.

18

19

20

2 1

22

23

24

25

26

A.

A.

Be fore  le a ving the  DPS , I wa s  re spons ible  for dire cting a ll e ngine e ring s ta ff during ma jor

ra te  p ro c e e d in g s  in c lu d in g  th o s e  re la tin g  to in te g ra te d  re s ource  p la nn ing  a nd

e nvironme nta l impa ct s tudie s . In Fe brua ry 1997, I le ft the  DP S  a nd joine d a  firm ca lle d

Louis  Be rge r & Associa te s  a s  a  S e nior Ene rgy Consulta nt. In De ce mbe r 1998, I forme d

my own Compa ny. In my 25 ye a rs  of e xpe rie nce , I ha ve  te s tifie d a s  a n e xpe rt witne ss  in

utility ra te  proceedings  on more  than 50 occas ions  be fore  va rious  utility regula tory bodies ,

including this  Commis s ion, the  Ne va da  P ublic Utility Commis s ion, the  Ne w York S ta te

De pa rtme nt of Ta xa tion a nd Fina nce , the  Conne cticut De pa rtme nt of Utility Control, the



Dire ct Te s timony of Fra nk Ra diga n
Docke t No. E-04204A-06-0783
Page 2

Rhode  Is la nd P ublic Utilitie s  Commiss ion, the  Michiga n P ublic S e rvice  Commiss ion a nd

the  Federa l Energy Regula tory Commission

4 Q

6 A

Ha ve  you  p re pa re d  a n  a tta c hme n t s umma rizing  your e duc a tiona l ba c kground  a nd

regula tory experience

Yes . Attachment FWR-1 provides  de ta ils  conce rning my experience  and qua lifica tions

7

8 Q- On whos e  behalf a re  you appearing?

9 I a m  a p p e a rin g  o n  b e h a lf o f th e  Ariz o n a Co rp o ra tio n  Co mmis s io n  ("ACC" o r

10 "Commis s ion") Utilitie s  Divis ion S ta ff ("S ta ff").

11

12 Q- Have you prepared any exhibits to be filed with your testimony?

1 3

14

15

1 6

Ye s . Atta chme nt FWR-2 shows  the  re comme nde d ra te  de s ign a nd Atta chme nt FWR-3

shows  S ta ffs  bill impact ana lys is , showing the  impact of S ta ff's  recommended ra te s  ove r

a  varie ty of representa tive  usage  leve ls  for cus tomers  in each customer class . Attachment

FWR-4 shows S ta ffs  proof of revenue .

17

18 Q. What is the scope of your testimony in this case?

19 I will a ddre s s  the  cla s s  cos t of s e rvice  s tudy, re ve nue  a lloca tion a nd the  propose d ra te

20 design.

21

22 Q, Have you reviewed the rate design proposals submitted by the Company in this case?

23

24

25

Ye s . I re vie we d Compa ny witne s s , Mr. D. Be ntle y Erdwurm's  te s timony. Mr. Erdwurm

is  sponsoring a  number of ra te  design changes . I a lso reviewed the  tes timony of Company

witne s s  Ke vin  P . La rs on  conce rn ing  ra te  cha nge s  re la te d  to  the  Bla ck Mounta in

26

A.

A.

A.

A.

Generating Station ("BMGS").
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1 CLAS S  COS T OF S ERVICE S TUDY

2 Q

3 A

What is  the  purpos e  of a  Clas s  Cos t of Service  Study ("CCOSS")?

The  purpose  of a  CCOS S  or e mbe dde d cos t of s e rvice  s tudy ("ECOS ") is  to a s s ign the

his toric cos ts  incurre d by the  utility to e a ch of the  s e rvice  cla s s ifica tions  of the  utility in

orde r to de te rmine  the  re la tive  profita bility of e a ch of the  s e rvice  cla s s ifica tions  to the

ove ra ll a ve ra ge . By doing this , it a llows  the  a na lys t to re -a lloca te  re ve nue  re spons ibility

amongst cla sses  so tha t each of the  se rvice  cla ss ifica tions  a re  providing the ir fa ir sha re  of

cos ts  a nd one  s e rvice  cla s s ifica tion is  not subs idizing othe r s e rvice  cla s s ifica tions , Any

re-a lloca tion of revenue  responsibility must be  tempered by customer impact concerns .9

1 0

1 1

1 2

Q, Have you reviewed the CCOSS model and inputs presented by the Company in this

13

14

1 5

1 6

1 7

1 8

1 9

2 0

proceeding?

Yes, the  model accura te ly assigns costs  by the  assumed a llocation factors  and summarizes

the m by function. Sche dule  G-6, pa ge  3 of 4, shows  the  re sults  of the  cla s s ifica tion a nd

a lloca tion for e a ch of the  s e rvice  cla s s ifica tions  a nd the  utility a s  a  whole  us ing the

cla imed ra te  of re turn by se rvice  cla ss ifica tion. Use  of the  cla imed ra te  of re turn for e ach

se rvice  cla s s ifica tion a s sume s  tha t ra te s  a re  re -se t so tha t e a ch se rvice  cla s s ifica tion is

providing e xa ctly the  s a me  profita bility to  the  u tility without re ga rd  to  cus tome r b ill

impa cts . This  is  a  use ful tool to de s ign cos t ba se d ra te s  by cos t ca usa lity (i.e . cus tome r

charge, demand charge, e tc.).

2 1

22 Q. Please Summarize the Results of the Company's Study.

23

24

25

26

A.

A. As  shown on Sche dule  G-6, pa ge  3 of 4, the  Compa ny's  ove ra ll re ve nue  re quire me nt of

$166,993,986 is  compris e d of $37,567,388 of de ma nd-re la te d cos ts , $16,394,769 of

customer-re la ted costs  and $113,031,829 of energy-re la ted costs . The energy-re la ted costs

which make  up 68% of UNS 's  tota l cos ts  to se rve  come  from jus t two accounts : Account
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1

2

3

555 - P urcha se d P owe r a nd Account 565 - Tra nsmis s ion of Ele ctricity by Othe rs . While

these  two accounts  a re  cla ss ified by the  Company as  ene rgy-re la ted, they were  a lloca ted

based on the average and peaks method.

4

5

6

Q- Please describe the Average and Peaks Method.

7

8

9

10

11

12

13

14

1 5

The  Ave ra ge  a nd P e a ks  Me thod is  ma de  up of two compone nts : a n a ve ra ge  de ma nd

compone nt (with a  pe rce nta ge  we ight of the  s ys te m loa d fa ctor) a nd a  pe a k de ma nd

compone nt (with a  pe rce nta ge  we ight of one  minus  the  sys te m loa d fa ctor). While  the re

are  many theories  and methods to a lloca te  production-re la ted plant, the  average  and peaks

me thod trie s  to re cognize  tha t the  sys te m mus t ha ve  both a de qua te  ca pa city to s a tis fy

de ma nd a t the  time  of the  pe a k a nd tha t utilitie s  try to sa tis fy the  e ne rgy supply ove r the

course  of the  ye a r with the  mos t e conomica l supply a va ila ble . Thus , it is  a rgue d tha t the

a ve ra ge  a nd pe a ks  me thod re cognize s  tha t cla s se s  of cus tome rs  should re ce ive  some

a lloca tion of cos ts  re fle cting contribution to peak and an ave rage  demand component to

recognize  tha t diffe rent types  of capacity - case load, inte rmedia te  and peaking capacity .-

a re  ins ta lled depending on ene rgy use  and the  dura tion of load. S ince  ca se load capacity

ge ne ra lly ha s  a  re la tive ly high ca pita l cos t, but a  re la tive ly low running (incre me nta l

O&M a nd fue l) cos t, the  a ve ra ge  tota l cos t pe r kph, which is  the  sum of ca pita l cos t a nd

running cos t, from ca s e loa d ca pa city fa lls  a s  the  utiliza tion of the  ca s e loa d ca pa city

increases.

1 6

1 7

1 8

1 9

2 0

2 1

22 Q- Given that UNS has so little of its own generation what is the Company's reason for

continuing to use the Average and Peaks Method?23

24

25

26

A.

A. As expla ined in the  direct te s timony of Company witness  Erdwumr, UNS be lieves  tha t the

Ave ra ge  a nd P e a ks  Me thodology is  a ppropria te  be ca us e  powe r s upplie rs  typica lly will

demand a  higher average  price  to se rve  a  load with high peaks  and a  low load factor. The
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Ave rage  and Peaks  approach appropria te ly a lloca te s  more  cos t to cus tomer groups  with

re la tive ly high coincident peak demand and re la tive ly low sys tem load factor, a s  opposed

to a n e ne rgy only a lloca tion a pproa ch. He  e xpla ins  tha t a n e ne rgy-only a lloca tion would

lowe r the  a s s igne d cos t to a  low loa d fa ctor cla s s , a nd would re s ult in a  pe rve rs e  price

s igna l tha t a  cla ss ' loa d fa ctor - a nd the re fore  a  sys te m's  loa d fa ctor - ha s  no be a ring on

the  price  demanded by a  purchased power supplier.

5

6

7

8

9

10

Q.

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

23

24

25

A.

Do you agree?

The  theory tha t Mr. Erdwurm proffe rs  is  not correct unde r today's  de regula ted whole sa le

ma rke t pla ce . As  note d by Compa ny Witne ss  De Concini, the  Compa ny is  curre ntly a  full

re quire me nts  cus tome r of P inna cle  We s t Ca pita l Corpora tion tha t runs  through Ma y 31,

2008. Tha t contract does  in fact provide  for a ll ene rgy and ancilla ry se rvice s  to se rve  the

Compa ny's  loa d a t a  fixe d price  pe r Mw h . (De Concini, pa ge s  2 a nd 3). Thus , a n

a rgume nt could be  ma de  tha t s ince  the  Compa ny incurs  purcha s e d powe r cos ts  on a

volume tric ba s is  the y should be  a lloca te d tha t wa y a s  we ll. At the  s a me  time  it mus t be

re cognize d tha t the  contra ct is  s e t to e xpire  ne xt ye a r so some  look should be  give n to

iiuture  procure me nt. The  Compa ny s ta te s  tha t it ha s  de ve lope d a  de ta ile d P rocure me nt

P lan to ensure  tha t it ha s  the  necessa ry re sources  and contracts  to re liably se rve  its  load

a fte r the  expira tion of tha t contract. The  Company s ta te s  tha t the  plan provides  for a  mix

of marke t power purchases , re source  acquis itions  and contracts  to provide  the  necessa ry

capacity, ene rgy and rese rves  to mee t its  load requirements . (DeConcini, pages  3 and 4).

In Exhibit MJD-2, the  Compa ny illus tra te s  how its  supply portfolio will cha nge  ove r time

a s  its  e xis ting contra ct e xpire s . As  s hown on tha t e xhibit, the  s upply portfolio cha nge s

from ye a r to ye a r with curre nt re s ource s  he a vily ba s e  loa d now a nd re lying more  on

peaking resources out in the  future .
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1 Q

2

Please explain how the use of the Average and Peaks Method Impacts the Revenue

Allocation and rate design in this case.

3

4

5

6

I will us e  the  Re s ide ntia l S e rvice  Cla s s ifica tion to illus tra te  how the  a lloca tion of the

purcha s e d powe r cos ts  ca n impa ct the  cos t re s pons ibility a s  indica te d by the  Cos t of

S e rvice  S tudy. Unde r the  Compa ny' p ropos e d  Ave ra ge  a nd  P e a ks  Me thod , the

Re s ide ntia l S e rvice  Cla s s ifica tion is  a lloca te d a pproxima te ly $58 million of the  $106

million in cos ts  for Account 555 P urcha s e d P owe r. The  La rge  P owe r S e rvice  Cla s s

re ce ive s  a  $9.8 million a lloca tion. The  re s ult of this  a lloca tion me thod s hows  tha t the

Re s ide ntia l Cla s s  is  de ficie nt -- a  -3.7 pe rce nt ra te  of re turn compa re d to the  ove ra ll

average  of 6.2 percent -- and the  Large  Power Service  is  providing a  re turn well above  the

average -- a  34.4 percent re turn compared to the  overall average of 6.2 percent.

7

8

9

10

11

12

13

14

15

16

17

18

19

2 0

If a n e ne rgy a lloca tion wa s  use d, howe ve r, the  Re s ide ntia l S e rvice  Cla s s ifica tion would

re ce ive  a n a lloca tion of $53 million a nd the  La rge  P owe r S e rvice  would re ce ive  a n

a lloca tion of $13.1 million. The  cha nge  in the  a lloca tion is  la rge  e nough to drive  the

indica te d ra te  of re turn for the  Re s ide ntia l S e rvice  Cla s s ifica tion from a  ne ga tive  to a

pos itive  a nd for the  La rge  P owe r S e rvice  from a  la rge  pos itive  to  a  s ma ll ne ga tive .

Account 555 is  not the  only account tha t is  a lloca ted on the  Ave rage  and Peaks  Me thod.

As  note d pre vious ly, AccOunt 565 is  a s  we ll but a ls o a ll production re la te d pla nt a nd

transmission re la ted plant.

21

22

23

24

25

26

A.

I am not advoca ting tha t a ll of the  purchased power costs  be  a lloca ted on an energy basis .

I am pointing out tha t this  one  assumption on how to a lloca te  the  la rges t cos ts  of the  utility

drive s  the  re sults  of the  whole  cos t of s e rvice  s tudy. To prope rly ta ke  the  re sults  of this

into account, the re fore , one  needs  to e ithe r entire ly exclude  a ll gene ra tion cos ts  from the

cos t of s e rvice  s tudy or thoroughly a na lyze  individua l cos t compone nts  tha t ma ke  up
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purcha s e d powe r s o a s  to unde rs ta nd if the y a re  de ma nd-re la te d or cus tome r-re la te d

Give n tha t the  Ave ra ge  a nd P e a ks  a s s umption drive s  s o ma ny of the  othe r a lloca tion

factors , the  firs t option cannot be  eas ily done . The  second option is  e ssentia lly wha t S ta ff

Witne s s  S mith  is  a dvoca ting tha t a  ne w me cha nis m for the  P P FAC be  s tudie d a nd

imple me nte d for the  Compa ny. Until s uch time  tha t the  ne w me cha nis m is  in pla ce , I

recommend tha t the  results  of the  CCOSS not be  used for revenue a lloca tion purposes and

that any revenue increase is a llocated on an equal percentage basis

9 Q Does this recommendation have any impacts on rate design

Ye s , a s  shown on S che dule  H-2, pa ge  2 of 2, the  Compa ny is  propos ing to a lloca te  the

ba s e  powe r s upply a mongs t s e rvice  cla s s ifica tions  pe r the  re s ults  of its  cos t of s e rvice

s tudy. Toge the r with Compa ny Witne s s  Erdwurm's  re comme nda tion tha t a ll purcha se d

power costs  be  recovered in base  ra tes  (Erdwurm, page  21), the  assumptions in the  cost of

se rvice  s tudy have  a  direct impact on the  ra te  des ign pe r se rvice  cla ss ifica tion. Given my

re comme nda tion tha t the  re s ults  of the  cos t of s e rvice  s tudy not be  us e d to re a lloca te

revenues  amongst cla sses , I am a lso recommending tha t the  results  of the  cos t of se rvice

s tudy not influe nce  the  de s ign of ra te s . This  is  in a gre e me nt with S ta ff Witne ss  S mith's

re comme nda tion tha t the  roll-in of the  P P FAC not be  done  without furthe r s tudy. How

th is  re comme nda tion  impa cts  the  re s u lts  o f the  ind ividua l ra te s  fo r e a ch  s e rvice

class ifica tion will be  discussed in the  ra te  des ign section of my tes timony

22 RATE  DE S IG N

23 Q How is the Rate Design Section of your testimony organized?

Given the  number of proposed ra te  design changes and the  fact tha t some of them impact

s e ve ra l s e rvice  cla s s ifica tions , I will firs t comme nt on the  propos e d cha nge s  a nd the n

follow with a  dis cus s ion of the  S ta ffs  re comme nde d ra te s  bill impa cts  for e a ch s e rvice
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1

2

3

4

cla ss ifica tion. The  base  power supply cos ts  for each ra te  cla ss  we re  unbundled from the

de live ry se rvice  cha rge  e xce pt for the  Lighting Cla ss . It is  impra ctica l to unbundle  powe r

supply from an in-me te red se rvice  cla ss ifica tion. The  ra te s  and bill impacts  a re  shown on

Atta chme nts  FWR-2 a nd FWR-3 re spe ctive ly. The  S ta ff P roof of Re ve nue  is  shown on

Attachment FWR-4.5

6

7

8

9

10

A.

Q-

Time of Use Rates

Please address the issue of time of use rates ("TOU Rates").

The  Compa ny is  propos ing to include  TOU ra te s  to provide  a  s tronge r price  s igna l to

cus tome rs  to s hift loa d out of the  critica l pe a k pe riod. Re ducing pe a k me a ns  tha t le s s

powe r will be  ne e de d whe n it is  mos t cos tly. Cons e que ntly, le s s  powe r will ha ve  to be

purcha s e d from the  s pot ma rke t during pe a k time s . This  will re s ult in s a vings  for the

Compa ny a nd its  cus tome rs . TOU cus tome rs  who "sha ve " the  pe a k a nd "fill in" the  off-

peak va lleys  reduce  the  average  price  tha t they pay for e lectricity. (Erdwunn, page  17).

The  Compa ny's  propos a l is  to re quire  TOU ra te s  for a ll ne w re s ide ntia l, s ma ll ge ne ra l

se rvice , a nd la rge  ge ne ra l s e rvice  (4000 kw) cus tome rs  a nd a ll ne w a nd e xis ting La rge

Power Service  customers .

11

12

13

14

15

16

17

18

19

20

21

22

Q- Do you agree with the Company's proposal?

23

24

25

26

A.

A. No. While  it is  true  tha t TOU ra te s  ca n provide  price  s igna ls  to cus tome rs  to s hift loa d,

no t a ll cus tome rs  ca n  or will wa nt to  do  tha t. In orde r to ma ke  e conomic s e ns e , a

cus tome r should only shift powe r to off-pe a k pe riods  whe n the  price  diffe re ntia l is  la rge

enough to pay for the  cos t of the  new mete r. In gene ra l, cus tomers  with la rge  ene rgy use

have  the  bes t opportunity to move  enough power to off-peak pe riods  to save  money and

a lso pa y for the  ne w me te r. For e xa mple , for a  me te r with a  cos t of $200 a nd a  ca rrying



Direct Tes timony of Frank Radigan
Docke t No. E-04204A-06-0_83
Page 9

1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

1 3

1 4

charge  of 15 percent, the  incrementa l annual cost of a  new meter is  approximate ly $30 per

yea r. Us ing the  S umme r On-P e a k/Off-P e a k diffe re ntia ls  propos e d by the  Compa ny

(Exhibit DBE-l) for the  re s ide ntia l s e rvice  cla s s ifica tion, a  cus tome r would ha ve  to move

ove r 2,200 kph of e ne rgy during the  s umme r months  from on-pe a k to off~pe a k. This

e qua te s  to a  s hift of a lmos t 400 kph pe r month. Howe ve r, the  billing da ta  provide d by

the  Compa ny shows  tha t 30 pe rce nt of a ll bills  a re  for le s s  tha n 400 kph in tota l. In fa ct,

a lmost 92 pe rcent of a ll bills  a re  for usage  of le ss  than 2,000 kph pe r month (Schedule  H-

5, pa ge  1 of 7). S ince  mos t bills  a re  for re la tive ly s ma ll a mounts  of e ne rgy, it is  ve ry

doubtful tha t the  customers  could move  enough energy from the  on-peak period to the  off-

peak pe riod to jus tify the  mete r expense . Tha t sa id, these  a re  the  types  of cus tomers  who

would mos t like ly be ne fit from a  TOU ra te  de s ign. While  only 8 pe rce nt of bills  a re  for

usage  above  2,000, this  sma ll amount of bills  accounts  for ove r 25 pe rcent of a ll sa le s  to

the  Residentia l Service  Class ifica tion. These  customers  a re  the  ones  most like ly to be  able

to shift a  la rge  a mount of usa ge  a nd a  vigorous  cus tome r e duca tion progra m should be

initia ted to ge t these  customers  to volunteer to move  to TOU ra tes .1 5

1 6

1 7

1 8

1 9

2 0

2 1

22

23

24

The  S ma ll Ge ne ra l S e rvice  Cla s s ifica tion is  s imila r to the  Re s ide ntia l Cus tome rs . Us ing

the  $200 meter example  from above , based on the  Company's  proposed on-peak/off-ped<

price  diffe re ntia l, a  cus tome r would ha ve  to s hift ove r 2,100 kph during the  s umme r

pe riod to pay for the  me te r. This  equa te s  to a  shift in monthly ene rgy use  of jus t ove r 350

kph pe r month. For this  s e rvice  cla s s ifica tion, a lmos t 39 pe rce nt of a ll bills  a re  unde r

400 kph pe r month a nd 84 pe rce nt of a ll bills  a re  for usa ge  unde r 2,000 kph pe r month

(S che dule  H-5, pa ge  3 of 7). The  16 pe rce nt of the  bills  tha t a re  a bove  2,000 kph pe r

month a ccount for 49 pe rce nt of a ll us a ge  from the  s e rvice  cla s s ifica tion. Aga in, if this

sma ll a mount of cus tome rs  could be  ta ppe d, the re  might be  a  gre a t pote ntia l for shifting25

26 usage.
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1 Time of Us e  Periods

2

B.

Q- Please comment on the Company's proposed determination of TOU periods.

3

4

5

6

7

8

9

10

1 1

1 2

The  Company is  proposing tha t the  Summer Period (May-October) peak be  from 2 p.m. to

6 p.m. with a  shoulder pe riod on e ithe r s ide  of the  peak pe riod (Noon to 2 p.m. and 6 p.m.

to 8 p.m.), re sulting in a  tota l of four hours  in the  shoulde r. Conse que ntly, s ixte e n hours

of e a ch  s umme r da y a re  not pe a k unde r UNS 's  propos a l. For the  Win te r P e riod

(Nove mbe r-April), the  Compa ny is  propos ing a  morning pe a k (6 a .m. to 10 a .m.) a nd a n

e ve ning pe a k (5 p.m. to 9 p.m.), for a  tota l of e ight hours  pe r da y of winte r on-pe a k.

There  is  no shoulder in the  winter. Consequently, s ixteen hours  of each winter day are  a lso

not pe a k. The  Compa ny s ta te s  tha t la rge  numbe rs  of off-pe a k hours  offe r conve nie nt

opportunitie s  for cus tome rs  to shift usa ge  out of pe a k a nd shoulde r pe riods  (Erdwunn,

page  19).

1 3

1 4

1 5

1 6

1 7

1 8

1 9

The  Compa ny's  proposa l is  re a sona ble . The  propose d summe r pe a k/shoulde r pe riod is

sometimes referred to as the  super-peak and consists of the  hours when energy costs are  a t

the ir highe s t. Ha ving a  s houlde r pe riod within tha t time  fra me  is  a n a dditiona l be ne fit

be ca us e  it s till e ncoura ge s  cus tome rs  to move  us a ge  a wa y from the  Compa ny's  pe a k

de ma nd which ge ne ra lly occurs  a round 4 p.m. As  s uch, e ve n if cus tome rs  ca n't move

usage  to the  off-peak pe riod they s till might be  able  to shift usage  to the  shoulde r pe riod

which would be  a  benefit for transmiss ion and capacity planning.2 0

2 1

2 2 Q- Have  you reviewed the  TOU time  pe riods  of o the r Arizona  u tilitie s ?

23

24

25

26

A.

A. Ye s . I e xa mine d the  TOU ra te  pe riods  for Arizona  P ublic S e rvice  ("AP S ") a nd the  S a lt

Rive r P roje ct ("S RP "). AP S  ha s  two re s ide ntia l TOU options . S che dule  ECT-IR ha s  a

peak period of 9 a .m. - 9 p.rn. Schedule  ECT-2 has a  peak of 12 noon to 7 p.m. SRP has a

pe a k pe riod of l p.m. to 8 p.m. UNS is  propos ing a  shoulde r a nd pe a k pe riod - Shoulde r
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1

2

3

is  12 noon to 2 p.1n. a nd 6 p.m. to 8 p.m. a nd a  pe a k off p.m. to 6 p.m. Thus , the  tota l

shoulde r and peak pe riod proposed whe re  ra tepaye rs  a re  given a  highe r price  s igna ls  is

from 12 noon to 8 p.m.

4

5

6

7
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9

10
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12
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20

21
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24

25

26

While  the  tota l time  pe riods  a re  s imila r to those  be ing used by othe r Arizona  utilitie s , the

UNS  proposa l is  supe rior be ca use  it introduce s  a  shoulde r pe riod tha t give s  cus tome rs

e ve n more  fle xibility to move  loa d from the  pe a k pe riod (us ua lly 4 p.m. or 5 p.m. for

UNS ) to the  off-pe a k pe riod or a  s houlde r pe riod which both s a ve s  the m mone y in the

s hort run a nd broa de ns  the  pe a k for long-te rm ca pa city purcha s e s . To illus tra te  the

difficulty tha t cus tome rs  might ha ve  in s hifting loa d out of the  longe r on-pe a k pe riod,

be low is  the  usa ge  for a  typica l UNS cus tome r during July. The  ve rtica l ba rs  indica te  the

beginning and end of the  peak period for SRP. As can be  seen most of the  usage  occurs  in

tha t s e ve n-hour pe riod, with the  pe a k occurring a t 6 p.m. This  is  intuitive  s ince  tha t's

whe n mos t pe ople  ge t home . It ma y be  difficult, or trouble some , for mos t pe ople  to shift

usage  out of the  peak period in order to take  advantage  of lower cost power. For example ,

s ince  ma ny pe ople  with s ma ll childre n find it difficult to cha nge  dinne r time  a nd s ome

don't wa nt to he a r the  dis hwa s he r running during prime  time , the y re fra in from ta king

a dva nta ge  of lowe r price s  a nd shifting usa ge . The  introduction of a  s houlde r pe riod,

howeve r, gives  more  flexibility and can s till ga rne r grea t bene fits . For example , a s  shown

on the  graph, the  typica l UNS residentia l customer uses 2.8 kW between 5 p.m. and 6 p.m.

But be tween 12 p.m. and 1 p.m., the  typica l usage  is  2.4 kW or 14 pe rcent le ss  than the

pe a k pe riod. The re  is  s till a  la rge  a mount of diffe re nce  a nd if a ll of the  roughly 77,000

re s ide ntia l cus tome rs  shifte d jus t ha lf the  diffe re nce  (e .g. through pre -cooling the  house

before  they came home), it would result in a  peak usage  reduction of a lmost 15 MW or 3.7

pe rce nt of UNS ' pe a k loa d. S imila rly, if the se  s a me  cus tome rs  could shift this  usa ge  to

the  7 p.m. to 8 p.m. time  frame  when the  typica l usage  is  2.5 kw, the  same  shifting of ha lf
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1

2

3

4

the  diffe rence  (e .g. running the  dishwasher a t the  time) the  shifted usage  would result in a

shift from pe a k usa ge  of 12 MW or 2.8 pe rce nt of pe a k. While  I don't e xpe ct tha t e ve ry

re s ide ntia l cus tome r will volunte e r for TOU ra te s  a nd UNS  will s e e  the s e  re s ults , the

e xa mple s  do indica te  tha t the  a ddition of shoulde r pe riods  do provide  the  opportunity to

rea lize  rea l benefits  from them be ing there .5

6

7

8

9

10

c.

Q-

Time  of Us e  Ra te  Diffe rentia ls

Pleas e  comment on the  Company's  propos ed time  diffe rentia ted ra te  diffe rentia ls .

11

1 2

1 3

A. While  I recognize  tha t these  diffe rentia ls  may change  with adjus tments  to the  Company's

PPFAC mechanism, they were  reasonably deve loped and give  the  proper price  s igna ls  to

customers to switch usage  to the  off-peak period.

l
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1 D

2 Q

4 A

Inc lin ing  Bloc k Ra te  S truc ture

P lea s e  d is cus s  the  Company's  p ropos a l for an  inc lin ing  b lock ra te  s truc ture  for the

res identia l and s mall general s ervice  cus tomers

The  Compa ny is  propos ing the  introduction of a n inve rte d (or inclining) block s tructure

a ime d a t e ncoura ging conse rva tion. Re s ide ntia l a nd s ma ll ge ne ra l s e rvice  cus tome rs

would now be  a ble  to  purcha s e  the ir firs t 400 kph pe r month a t a  one -ce nt pe r kph

7 dis count re la tive  to the  s e cond block of cons umption (ove r 400 kph pe r month). The

8

9

Company s ta tes  tha t this  ra te  s tructure  would reward cus tomers  who a re  able  to conserve

for the ir e fforts  to conse rve  e lectricity. (Erdwurm, page  19).

1 0

11

1 2

1 3

1 4

I a gre e  with this  re comme nda tion in principle  to give  cus tome rs  s ome  price  s igna l to

re flect dirt the  more  they use , the  more  it cos ts  to se rve . Howeve r, the  introduction of the

inclining block ra te s  a t this  time  wa s  impra ctica l give n the  re la tive ly sma ll re comme nde d

ra te  increase  and the  increases in the  customer charge . For instance , for the  Small Genera l

1 5

1 6

1 7

S e rvice  cla s s  a lmos t a ll of the  re comme nde d ra te  incre a se  wa s  re cove re d through the

incre a s e  in the  cus tome r cha rge . To imple me nt a n inclin ing block ra te  s tructure , in

addition to the  increases  in customer charges, would have  resulted in a  wide  varie ty of ra te

1 8 impa cts ,

1 9

with s ome  cus tome rs  re ce iving de cre a s e s  a nd s ome  cus tome rs  re ce iving

increases , tha t could lead to unnecessa ry cus tomer confus ion. Thus , while  implementing

20

2 1

22

inclining block ra te s  in the  curre nt ca se  doe s  not a ppe a r to be  de s ira ble  for the  pra ctica l

considera tions  described above , I would recommend tha t an inclining block ra te  des ign be

re-evalua ted in the  context of the  Company's  next ra te  case .
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1 E.

2 Q-

Elimination of Separate Rates for Mohave and Santa Cruz

Please discuss the Company's proposal to eliminate separate rates for Mohave and

3 Santa Cruz Counties.

4

5

6

7

8

As noted in the  tes timony of Company Witness  Erdwurm, ra tes  tha t diffe r across  a  se rvice

a rea  a re  sometimes  the  result of a  prior merger of utility sys tems. Separa te  ra te  s tructures

initia lly ma y he lp a void "ra te  shock" a ssocia te d with a n imme dia te  move me nt to sys te m-

wide  ra te s . Mr. Erdwurm sugge s ts  tha t the se  s e pa ra te  ra te s  should be  tra ns itiona l, not

pe rmanent. (Erdwurm, page  20).

9

10

11

12

13

14

15

16

17

18

19 c u rre n t a b s o lu te  d o lla r d iffe re n tia l in  th e  c u s to m e r's  b ill is  s m a ll,

20

2 1

22

23

24

25

26

A.

While  Mr. Erdwurrn is  corre ct tha t the  ra te s  should be  tra ns itiona l s ince  the  Compa ny is

now ope ra ting a nd s upplying s e rvice  a s  a  s ingle  e ntity, "ra te  s hock" s hould ne ve r be

ignore d but te mpe re d a ga ins t the  goa l of uniform ra te s . In this  ca s e , the re  e xis ts  a

diffe re ntia l in the  e ne rgy cha rge  of a pproxima te ly 0.44 ce nts  pe r kph in the  e ne rgy ra te s

for the  Res identia l and Sma ll Gene ra l Se rvice  Cla ss ifica tions  with Mohave  County be ing

the  le s s  e xpe ns ive . For a  cus tome r us ing 400 kph pe r month in S a nta  Cruz County, the

bill is  $45.52 a nd for a  cus tome r in  Moha ve  County the  month  bill is  $43.76. For a

cus tome r us ing 1,000 kph pe r month, the  monthly bill for a  cus tome r in  S a nta  Cruz

County is  $104.05 pe r month a nd $99.65 pe r month in Moha ve  County. Give n tha t the

tha t cos ts  for the

Compa ny a s  a  whole  a re  incre a s ing a nd the  re la tive ly sma ll ove ra ll ra te  incre a se  be ing

recommended, it is  my pos ition tha t a  comple te  e limina tion of the  diffe rentia l not be  made

a t this  time . Ra the r, a fte r increas ing the  cus tomer cha rge  applicable  to cus tomers  in both

countie s  a s  de scribed above  in orde r to give  the  price  s igna l to cus tomers  tha t cos ts  a re

incre a s ing, my propose d ra te  de s ign the n le ft e ne rgy ra te s  for Sa nta  Cruz cus tome rs  a t

the ir current leve ls  and recove red the  rema ining ra te  increa se  from the  ene rgy cha rge  of

the  Moha ve  County cus tome rs . This  re comme nda tion a voids  de cre a s ing the  pe r-kWh
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5

cha rge  to S a nta  Cruz cus tome rs  a nd a lso a ccomplishe s  the  obje ctive  of de cre a s ing the

current Santa  Cruz-Mohave  ra te  diffe rentia l s ignificantly for the  Res identia l Se rvice  Cla ss

to $0.003 pe r kph a nd for the  S ma ll Ge ne ra l S e rvice  Cla s s  to $0,043 pe r kph. The s e

re ma ining S a nta  Cruz-Moha ve  ra te  diffe re ntia ls  could the n pre s uma bly be  e limina te d

altogether in the  Company's  next ra te  case .

6

7 F .

Q-

Resetting the PPFAC to Zero

Please comment on the Company's proposal to reset the PPFAC to zero, increase

base rates for power supply, and separate the rates for the delivery and power supply

8

9

10 components.

11

12

13

14

15

16

Per the  problems outlined by S ta ff Witness  Smith and noted in the  CCOSS section of my

te s timony, it is  prema ture  to make  this  change  a t this  time . The  current PPFAC s tructure

re flects  cos ts  unde r the  Company's  current power supply contract. As  such, no change  is

ne ce s s a ry until a  ne w powe r s upply a rra nge me nt is  known. S ince  the  curre nt powe r

s upply contra ct will not e xpire  until Ma y 31, 2008 tha t time  is  not now. In a ddition S ta ff

Witne s s  S mith 's  re comme nda tion tha t the  roll-in of the  P P FAC not be  done  without

furthe r s tudy of how the  PPFAC me cha nism should work he ighte ns  my conce rn tha t the

Company's  proposal is  premature . The ra tes have  been re-designed to separa te ly show the

power supply costs  tha t a re  currently in base  ra tes .

17

18

19

20

2 1

22

G.

Q.

Customer Charges

Please comment on the company's proposed customer charge increases.

23

24

25

26

A.

A. Pe r Company witness  Erdwurm, the  Company is  a sking to se t cus tomer cha rges  a t cos t-

ba s e d le ve ls  indica te d in the  CCOS S . The  Compa ny s ta te s  this  will he lp  a void the

s ubs id iza tion  of low us e  cus tome rs  by h igh  us e  cus tome rs . While  the  Compa ny

unde rs ta nds  tha t cons e rva tion of e ne rgy is  a n importa nt policy goa l, this  mus t a ls o be
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1

2

3

4

balanced with the  ra temaking principle  tha t those  who cause  costs  should pay a  reasonable

sha re  of those  cos ts . The  Compa ny s ta te s  tha t it s e e ks  to s trike  this  ba la nce  through its

inverted block ra te  design and its  proposed customer charges. The  Company sta tes  tha t its

proposed changes  to the  cus tomer cha rges  re sult in increases  of no more  than $2.00 pe r

month. (Erdwurm, page 22).5

6

7

8

9

10

1 1

12

1 3

14

15

16

17

18

19

2 0

21

22

While  the  CCOS S  pre se nte d by the  Compa ny doe s  jus tify the  incre a se  in the  cus tome r

cha rge  propos e d for mos t s e rvice  cla s s ifica tions , it s hould a ls o be  note d tha t a  la rge

portion of the  cos ts  a lloca te d to the  cus tome r compone nt is  for line  tra ns forme rs . The

1992 NARUC Ele ctric Utility Cos t Alloca tion Ma nua l re cognize s  tha t the re  a re  va rious

wa ys  to a lloca te  the  dis tribution cos ts  be twe e n a  de ma nd compone nt a nd a  cus tome r

compone nt a nd it be lie ve s  tha t the  mos t a ccura te  me thod is  the  us e  of the  minimum

inte rcept me thod. Unde r this  me thod, a  regre ss ion ca lcula tion is  pe rformed to de te rmine

the  a mount of e quipme nt ne ce s s a ry to jus t s upply s e rvice  to a  cus tome r tha t us e s  no

power. The  ze ro inte rcept gives  the  pe rcent breakdown of cos ts  tha t should be  cla ss ified

a s  cus tome r cos ts . This  me thod would  not a s s ign a ll line  tra ns fonne r cos ts  to  the

cus tomer component and would tend to reduce  the  amounts  ca lcula ted by the  Company.

Tha t sa id, the  minimum inte rce pt me thod a lso a pplie s  to othe r e quipme nt such a s  pole s

and se rvice s . Unde r the  Company's  me thod, pole s  a re  not a  cus tomer component and if

included would tend to increase  the  costs  ca lcula ted by the  Company. These  e ffects  might

offse t e ach othe r, but it is  not known. I re commend tha t the  Company be  directed to use

both me thods  in its  ne xt cos t of s e rvice  s tudy s o a s  to de te rmine  the  diffe re nce . In the

meantime , I recommend us ing the  cus tomer component ca lcula tions  a s  pre sented by the23

24 Company.

25



Direct Tes timony of Frank Radigan
Docke t No. E-04204A-06-0783
Page 17

1

2

3

4

5

6

In de s igning ra te s , one  mus t a lwa ys  re cognize  tha t s e tting cos t ba s e d ra te s  mus t be

tempered aga ins t la rge  increase  to individua l customers . When a  utility ge ts  a  modest ra te

incre a s e  of s a y 3 pe rce nt a nd a  cus tome r s e e s  a  ra te  incre a s e  of 10-15 pe rce nt in the

cus tomer's  own bill, it causes  confus ion and sometimes  re sentment a t both the  utility and

the  regula tory body. In my expe rience , when one  limits  increase  or decrease  to individua l

se rvice  class ifica tion and segments  of those  cus tomers , cus tomer acceptance  of changes

increases.7

8

9

10

H.

Q-

1 1

Demand Charges for Large General Service and Large Power Service

Please discuss the Company's proposed demand charges for Large General Service

and Large Power Service.

1 2

1 3

1 4

1 5

1 6

1 7

As  te s tifie d to by Compa ny Witne s s  Erdwurm, the  curre nt de ma nd cha rge  for La rge

P owe r S e rvice  ("LP S ") for s e rvice  a t le s s  tha n 69 kV is  $24.75 / kW-mo. For LP S  a t

se rvice  grea te r than or equa l to 69 kg, the  demand cha rge  is  $16.10 / kW-mo. For La rge

Ge ne ra l S e rvice  the  curre nt de ma nd cha rge  is  $9.50 / kW-mo. Acco rd in g  to  Mr.

Erdwurm, the  diffe rentia ls  be tween these  charges  a re  currently overs ta ted, based on costs

(Erdwurm, page  23).

1 8

1 9 The  CCOS S  doe s  not bre a kdown cos t of s e rvice  da ta  for the  LP S  >69 kV or <69 kg. In

20

2 1

22

23

24

25

26

A.

dis cove ry, I a s ke d the  Compa ny to  provide  the  cos t ba s is  for its  propos a l a nd a ny

a ssocia te d workpa pe rs  or cos t s tudie s  use d to support it. None  we re  give n. In a ddition,

the  Company's  proposa l on demand cha rges  appea rs  to be  influenced on its  proposa l to

roll a ll PPFAC costs  into base  ra tes . For example , the  current energy charges  for LPS less

tha n 69 kV tota l $0 .0418 pe r kph a s  compa re d to  the  propos e d ne w powe r s upply

component proposed of $.0527 pe r kph. S ince  the  ove ra ll ene rgy cha rge  is  increas ing by

a lmos t 25% it only ma ke s  s e ns e  tha t the  de ma nd cha rge  would de cre a s e . In fa ct, the



Direct Tes timony of Frank Radigan
Docke t No. E-04204A-06-0783
Page 18

1

2

Company proposed tha t the  demand cha rge  for LPS  le ss  than 69 kV be  decrea sed from

$24.75 pe r kW/month to $21.53 pe r kW/month. Give n the  la ck of jus tifica tion on the

Compa ny's  pa rt, I re comme nd no re a lignme nt of the  de ma nd cha rge  diffe re ntia ls  a t this

time .

3

4

5

6 I.

Q-

CARES Discount

Please discuss the Company's proposal for the CARES discount.7

8

9

10

11

A

1 2

1 3

1 4

1 5

This  progra m a llows  qua lifie d low income  cus tome rs  to re ce ive  dis counts . S pe cifica lly,

the  current program provides  declining pe rcentage  discounts  for pa rticipa ting cus tomers ,

with  a  fla t $8.00 dis count for us a ge  ove r ce rta in  thre s holds  (1 ,000 kph for CARES

cus tome rs  a nd 2,000 kph for Me dica l CARES  cus tome rs ). The  Dire ct te s timony ofS ta ff

Witne ss  Julie  McNe e ly-Kirwa n re comme nds  tha t the  Compa ny's  proposa l to cha nge  the

structure  of the  CARES discount be  re jected and the  current discount s tructure  be  re ta ined.

Re ta ining the  curre nt dis count me thod re s ults  in a n imme dia te  los s  of re ve nue  to the

Company on the  S ta ff recommended revenue  requirement. The  los t revenue  is  le ss  than

$11,000 a nd is  re cove re d through the  ra te s  of a ll othe r cus tome r cla s s e s . Re cove ry of

CARES los t revenue  is  re flected in S ta ffs  Proof of Revenue .

1 6

1 7

1 8

1 9

2 0

J .

Q .

2 1

Threshold for Large General Service

Please comment on the Company's proposal to increase the threshold that causes

Small General Service customers to be moved to Large General Service.

22

23

24

25

26

A. As  e xpla ine d by Compa ny Witne s s  Erdwurm, S ma ll Ge ne ra l S e rvice  cus tome rs  a re

a utoma tica lly s witche d to La rge  Ge ne ra l S e rvice  if the ir us a ge  e xce e ds  5,000 kph pe r

month for two cons e cutive  months . Whe n this  is  done , the s e  cus tome rs  ofte n e nd up

paying substantia lly more  under the  LGS ra te , even though the  costs  to se rve  them do not

ris e  s ignifica ntly. Cha nging the  thre s hold to 7,500 kph pe r month will he lp a void the s e
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a utoma tic switche s . Mr. Erdwunn s ta te s  tha t cus tome rs  ha ve  e xpre s se d conce rn to the

Compa ny a bout the  curre nt thre s hold, a nd the  Compa ny a gre e s  a nd re comme nds  the

threshold increase  (Erdwurm, page  23)

6

7

8

9

The Company's  proposa l is  reasonable . A small genera l service  customer tha t uses  10,000

kph pe r month curre ntly pa ys  a pproxima te ly $940 pe r month while  unde r the  La rge

Ge ne ra l S e rvice  Cla s s  it would pa y a pproxima te ly $1,200 pe r month or 28% highe r.

Given tha t there  is  no change  in the  physica l se rvice  be ing provided to the  customer, there

is  no jus tifica tion for the  increased costs . The  Company's  proposa l should be  adopted.

10

11 K.

12 Q,

Synchronization of Billing Determinants

Did you encounter any issues with the actual design of the rates?

13

14

15

16

17

18

Only one  tha t involve d the  synchroniza tion of billing de te rmina nts  be twe e n the  re ve nue

requirement de termination and the  ra te  design. The  company made  two adjustments  to the

te s t yea r revenues  tha t a ffected billing de te rminants , one  for cus tomer count and one  for

we a the r norma liza tion. Tbe se  a djus tme nts  impa ct not only the  re ve nue  re quire me nt but

a lso the  billing de te rmina nts  to de s ign ra te s . I re vie we d the  Colnpa ny's  ca lcula tions  a nd

they appear reasonable . Howe ve r, whe n I price d out the  pre s e nt ra te s  a t the  billing

19

20

de te rmina nts  provide d by the  Compa ny, the y did not e xa ctly ma tch the  ta rge t re ve nue

S ome  cla s s e s  we re  too high, a nd s ome  cla s s e s  we re  too low. O n a

2 1

re quire me nt.

C o m p a n y-wid e  b a s is ,  th e  p re s e n t  ra te s  wo u ld  p ro v id e  re v e n u e s  o f $ 1 5 7 . 8  m illio n

22

23

24

25

compared to the  ta rge t leve l of $156.7 million. While  this  is  a  sma ll diffe rence , 3/4 of one

percent, and can be  caused by a  number of reasons given a ll the  assumptions  tha t go into

the  ca lcula tion, it is  importa nt to de s ign ra te s  tha t will a ctua lly produce  the  inte nde d

re ve nue  incre a se . Othe rwise  the  Compa ny will ove r-colle ct or unde r-colle ct its  re ve nue

26

A.

requirement. A s imple  mechanism to ensure  tha t this  does not happen is  to res ta te  the  tes t
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1

2

3

year billing de te rminants  so tha t they agree  with the  tes t year revenue  ta rge t. I did this  and

the n proce e de d to de s ign ra te s  to corre s pond with the  S ta ff re comme nde d re ve nue

requirement.

4

L.5

6

7

8

9

1 0

Q-

Recommended Rate Design and Related Customer Bill Impacts

Please discuss your recommended rate design and the related customer bill impacts.

11

1 2

13

14

15

16

17

18

In the  case  of the  Residentia l Service  Class , I recommend increas ing the  customer charge

from $6.50 pe r month to $7.50 pe r month, a n incre a s e  of $1.00 pe r month, or a  15.4

pe rcent increa se . The  CCOSS indica ted a  monthly cus tomer cos t of $12.63 but I wanted

to limit the  increase  to mitiga te  ra te  impacts . The  ene rgy ra te  for Santa  Cruz County was

le ft uncha nge d a nd the  portion of the  re ve nue  re quire me nt not re cove re d through the

increase  in the  customer charge  was recovered in the  energy ra te  for Mohave County. The

bill impa cts  re sulting from this  de s ign a re  shown on pa ge  1 of Atta chme nt PWR-3. For a

cus tome r in Moha ve  County, the  minimum bill will incre a s e  by $1.00 pe r month, 15.4

pe rce n t, a nd  2 .5  pe rce n t fo r a  cus tome r us ing  1 ,000  kph  pe r month . P a g e  1  o f

Attachment PWR-3 a lso shows  the  bill impacts  for cus tomers  in Santa  Cruz County. The

minimum bill will incre a s e  by $1.00 pe r month, 15.4  pe rce nt, a nd 1 .0  pe rce nt for a

cus tomer us ing 1,000 kph pe r month.

19

2 0 Q- Does your recommended rate design reduce the rate differentials between Mohave

and Santa Cruz?21

22

23

24

25

26

A.

A. Ye s . The  re comme nde d ra te  de s ign re duce s , but doe s  not e limina te , the  curre nt ra te

diffe re ntia ls  be twe e n Moha ve  a nd S a nta  Cruz. The  diffe re nce  in tota l e le ctric bills  for

cus tome rs  in Moha ve  a nd S a nta  Cruz Countie s  ha ving the  s a me  monthly us a ge  a re

de cre a s ing s ignifica ntly unde r this  ra te  de s ign. As  a n e xa mple , a  re s ide ntia l cus tome r in

S a nta  Cruz County us ing 1,000 kph pe r month would ha ve  a  monthly bill of $105.05 a t
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propos e d ra te s . A re s ide ntia l cus tome r in Moha ve  County us ing 1,000 kph pe r month

would ha ve  a  monthly bill of $102.19. The  diffe re ntia l in bills  unde r propos e d ra te s  is

$2.86. This  compa re s  to the  curre nt ra te  diffe re ntia l of $4.40 pe r month (S a nta  Cruz of

$104.05 le ss  Mohave  of$99.65)

6 Q Please explain Staff's proposed rate design for Residential CARES customers

The  ra te  de s ign for the  CARES  dis count re ma ins  uncha nge d, cus tome rs  continue  to

rece ive  declining pe rcentage  discounts  off the ir bills , with a  fla t $8.00 discount for usage

over ce rta in thre sholds . On page  2 of Attachment FWR-3, the  bill impacts  show tha t for a

cus tome r in Moha ve  County the  minimum bill will incre a se  by $0.70 pe r month, or 15.4

pe rce nt, a nd $2.01, or 2.8 pe rce nt, for a  CARES  cus tome r us ing 800 kph pe r month

Also, on page  2 of Attachment FWR-3 a re  the  bill impacts  for CARES cus tomers  in Santa

Cruz County. As  s hown, the  minimum bill will incre a s e  by $0.70 pe r month, or 15.4

percent, and $0.90, 1.2 percent, for a  CARES customer us ing 800 kph per month

16 Q Pleas e  expla in your propos ed ra te  des ign for Small General Service  cus tomers

For the  Sma ll Gene ra l Se rvice  Cla ss , I re commend increa s ing the  cus tomer cha rge  from

$10.00 pe r month to $12.00 pe r month, an increa se  of $2.00 pe r month, or a  20 pe rcent

increa se . The  CCOSS indica ted a  monthly cus tomer cos t of $17.74, but I wanted to limit

the  cus tome r cha rge  incre a se  to mitiga te  ra te  impa cts . The  e ne rgy ra te  for S a nta  Cruz

County wa s  le ft uncha nge d a nd the  portion of the  re ve nue  re quire me nt not re cove re d

through the  increase  in the  cus tomer charge  was  recovered in the  energy ra te  for Mohave

County. The  bill impa cts  re sulting from this  de s ign a re  shown on pa ge  3 of Atta chme nt

FWR-3 and show tha t for a  cus tomer in Mohave  County the  minimum bill will increase  by

$2.00 per month, 20 percent, and $3.02, 2.9 percent, for an average  customer using 1,000

kph pe r month. Als o s hown on pa ge  3 of Atta chme nt FWR-3 a re  the  bill impa cts  for
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1

2

cus tome rs  in S a nta  Cruz County. As  shown, the  minimum bill will incre a se  by $2.00 pe r

month, 20 pe rcent, and $2.00, 1.4 pe rcent, for an ave rage  cus tomer us ing 1,000 kph pe r

month.3

4

5

6

7

8

9

10

11

1 2

1 3

1 4

The  diffe rence  in tota l bills  for cus tomers  in Mohave  and Santa  Cruz Countie s  decreases

unde r this  ra te  de s ign. For the  cus tome r us ing 1,000 kph pe r month, the  diffe re ntia l in

b ills  u n d e r cu rre n t ra te s  is  $ 4 3 .8 0  p e r mo n th  - S a n ta  Cru z  b e in g  h ig h e r. The

re comme nde d ra te  de s ign re duce s  the  bill diffe re ntia l to jus t unde r $42.77 pe r month. I

be lie ve  a  gra dua l a pproa ch  to  re ducing  the  b illing  d iffe re n tia ls , a nd  a void ing  ra te

de cre a se s  is  pre fe ra ble  to the  Compa ny's  proposa l. Unde r the  propos e d ra te  de s ign,

cus tome rs  in e a ch county s till re ce ive  a n incre a se  which s igna ls  to the m tha t the  cos t of

providing e le ctric s e rvice  is  incre a s ing. For cus tome rs  in Moha ve  County, the  ra te s

ove ra ll a re  incre a s ing by 2.9 pe rce nt a nd for cus tome rs  in S a nta  Cruz County the  ra te s

overa ll a re  increasing by 1.5 percent.

1 5

1 6

1 7

1 8

1 9

2 0

Q- Pleas e  expla in your propos ed ra te  des ign for Large  General Service  cus tomers .

2 1

22

23

24

For the  La rge  Ge ne ra l S e rvice  Cla s s , I re comme nd tha t the  cus tome r cha rge  be  s e t a t

$15.50 pe r month for both the  non-TOU a nd TOU ra te s . For a  non-TOU cus tome r, the

customer charge  increases  by $5.40 per month from its  current leve l of $10.10 per month.

For a  TOU cus tomer, the  cus tomer cha rge  increases  by $0.50 pe r month from its  current

leve l of $15.00 per month. Each of these  charges  is  somewhat be low the  indica ted cost to

serve  of $74.61 per month. I e lected not to ra ise  the  customer charge  to the  leve l indica ted

by the  CCOSS but ra ther collect the  revenue  requirement in the  demand charge . This  ra te

de s ign continue s  to give  the  utility s te a dy ca sh flow but a lso e ncoura ge s  cus tome rs  to

conse rve  ene rgy. The  ene rgy cha rge  is  e limina ted with the  base  power supply cos t be ing

unbundled.

25

26

A.
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1

2

3

4

The  bill impacts  shown on Page  4 of Attachment FWR-3 a re  acceptable  with the  sma lle s t

us e rs , 5 ,000 kph pe r month, in  the  non-TOU ra te  cla s s  re ce iving a  3 .5 pe rce nt ra te

increase  and the  la rges t use rs , 500,000 kph pe r month, rece iving a  2.5 pe rcent increase .

For the  TOU ra te  cla s s , the  sma lle s t use rs , 5,000 kph pe r month, re ce ive  a  2.5 pe rce nt

ra te  increase  and the  la rgest users , 500,000 kph per month, rece ive  a  2.5 percent increase .5

6

7

8

9

10

Q- Pleas e  expla in your propos ed ra te  des ign for Large  Power Service  cus tomers .

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

As  note d pre vious ly, for La rge  P owe r S e rvice  the  CCOS S  indica te s  tha t the  cus tome r

component is  $2,140 pe r month (Schedule  G-6, page  3 of 4, line  19, column 5). Although

the  Company's  CCOSS shows a  cus tomer cha rge  of $2,140 pe r month for this  ra te  cla ss ,

the  Company is  propos ing to keep the  cus tomer cha rge  for se rvice  a t le ss  than 69 kW a t

$365 pe r month a nd de cre a s ing the  cha rge  from $800 pe r month to $400 pe r month for

s e rvice  a bove  69 kg. To a void undue  bill impa cts , I re comme nd tha t the  Compa ny's

proposa l be  a llowe d a t this  time  but the  cus tome r cha rge  le ve ls  should be  re vie we d for

a de qua cy in the  ne xt ra te  ca se  The  Compa ny provide d no jus tifica tion for cha nging the

diffe re ntia l by volta ge  le ve l in the  de ma nd cha rge  for this  cla s s , I re ta ine d it. In orde r to

unbundle  powe r s upply the  e xis ting e ne rgy cha rge  of $0.236 pe r kph wa s  re duce d to

zero. The  revenue  requirement not recovered through the  increase  in the  customer charge

is recovered in the  demand charge.

20

21

22

23

24

25

A.

This ra te  design decreases the  demand charge  for customers taking service  a t less  than 69

kV from $24.75 per kW to $10.51, a  58 percent decrease . For a  customer taking service  a t

69 k V and above , the  demand charge  decreases  from $16.10 per kW to $1.86 per kw, an

89 pe rce nt de cre a se . S ince  the  powe r supply is  be ing s ta te d se pa ra te ly, the  cumula tive

ene rgy cha rges  increase . For a11 cus tomers  in the  cla ss  the  tota l ene rgy cha rge  (ene rgy
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ra te s , base  power supply and PPFAC) increases  from $0.04185 pe r kph to $0.07019 pe r

kph, a  68 pe rcent increase

On ba la nce , howe ve r, the  bill impa cts  s hown on pa ge  5  of Atta chme nt FWR-3 a re

a cce pta ble  with the  s ma lle s t us e rs , 300,000 kph pe r month, in the  <69 kV ra te  cla s s

re ce iving a  0.5 pe rce nt ra te  incre a s e  a nd the  la rge s t us e rs , 2,500,000 kph pe r month

rece iving a  0.5 pe rcent increase . For cus tomers  taddng se rvice  a t >69 kV and above , the

smalles t use rs , 300,000 kph pe r month, in the  non-TOU ra te  class  rece iving a  3.1 pe rcent

ra te  incre a s e  a nd the  la rge s t us e rs , 500,000 kph pe r month, re ce iving a  3.2 pe rce nt

incre a s e . The  cus tome rs  ta king s e rvice  a t >69 kV a nd a bove  ge t a  s lightly highe r ra te

increase  as  they have  a  higher load factor (more  energy intensive)

1 3 Q Pleas e  expla in your propos ed ra te  des ign for Inte rruptible  cus tomers

recommend tha t the  customer charge  be  se t a t $15.50 per month up from its  current leve l

of $10.10 pe r month. The  curre nt cus tome r cha rge  is  the  s a me  a s  the  non-TOU La rge

Ge ne ra l S e rvice  Cla s s . The  re comme nde d cus tome r charge is  a ls o the  s a me  a s  be ing

recommended for the  Large  Genera l Service  class . The  recommended customer charge  is

we ll be low the  indica te d cos t to s e rve  of $46.00 pe r month. I e le cte d not to ra is e  the

cus tome r cha rge  to the  le ve l indica te d by the  CCOS S  but ra the r colle ct the  re ve nue

re quire me nt in the  de ma nd cha rge . This  ra te  de s ign continue s  to give  the  utility s te a dy

ca s h flow but a ls o e ncoura ge s  cus tome rs  to cons e rve  e ne rgy. The  e ne rgy cha rge  is

e limina ted and replaced with the  base  power supply charge . The  resultant demand charge

increases  from its  current leve l of $2.50 per kW to $3.40 per kW
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1

2

3

The  b ill im pa cts  s hown on pa ge  6 of Atta chm e nt FWR-3 a re  a cce pta b le  with the  s m a ll

us e rs , 10,000 kph pe r month, re ce iving a  2.7 pe rce nt ra te  incre a s e  a nd the  la rge  us e rs ,

150,000 kph pe r month, re ce iving a  2.1 pe rcent increa s e .

4

5

6

Q- Please explain your proposed rate design for the Lighting Service Class.

7

8

9

10

11

12

No cost information was provided that would indicate that the current cost structure needs

to be changed. The Company included a new customer charge of $1.84 per month but

gave no justification for it, so I recommend it be rejected. To meet revenue requirement

all rates were increased by the class average increase of 2.4 percent. As noted previously

the rates for this class cannot have a separate base power supply charge as their usage is

in-metered. A comparison of present and proposed rates is shown on page 7 of

Attachment FWR-3.

13

14

15

16

MISCELLANEOUS SERVICE FEES

Q. Please discuss the Miscellaneous Service Fees proposed by UNS Electric and your

recommendations for such fees.

17

18

19

20

21

22

23

24

25

26

A.

A. S ta ff s upports  a dopting the  Mis ce lla ne ous  S e rvice  Fe e s  propos e d by UNS  Ele ctric. The

Mis ce lla ne ous  S e rvice  Fe e s  propos e d by UNS  Ele ctric, a s  s umma rize d in the  following

ta ble , a ppe a r to be  re a s ona ble . The  propos e d fe e s  a re  s upporte d by the  Compa ny's  cos t

da ta  with  the  e xce p tion  of the  Re conne c tion  or Conne c tion  of S e rvice  a fte r Norm a l

Bus ine s s  Hours  a nd Afte r Hours  of S e rvice  Es ta b lis hm e nt/Re -e s ta b lis hm e nt (include s

we e ke nds  a nd holida ys ). The  Compa ny's  cos t da ta , which wa s  provide d in re s pons e  to

RUCO 1.10, for Re conne ction or Conne ction of S e rvice  a fte r Norma l Bus ine s s  Hours  a nd

Afte r Hours  of Se rvice  Es tablis hment/Re -es tablis hment (includes  weekends  and holidays )

s hows  a  cos t of $126.66 a s  oppos ed to the  $75 ra te  propos ed by the  Company. Howeve r,

cos t of s e rvice  inform a tion is  not the  only ba s is  for e s ta b lis hing  ra te s . The  Com pa ny's
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propos a l to ra is e  the s e  fe e s  from the  curre nt le ve l of $60 to the  propos e d le ve l of $75

re fle cts  a  gra dua l a pproa ch to imple me nting ra te  cha nge s , which is  supporte d by S ta ff.

The proposed $75 after-hours charge  reflects  a  25 percent increase  over the  current charge

of $60. Additiona lly, the  propose d a fte r-hours  cha rge  of $75 is  150 pe rce nt highe r tha n

5 the  cha rge  for compa ra ble  s e rvice  pe rforme d during re gula r bus ine s s  hours . The  othe r

6

7

Misce llaneous Service  Fees proposed by the  Company are  supported by the  cost da ta  and

should a lso be  adopted as proposed by UNS Electric and Staff:

8

STATEMENT OF ADDITIONAL CHARGES

Test
Year
Fees

(A)
S20.00

Company
Proposed

Fees

Staff
Proposed

Fees Difference

(H)
A. EstablishmenVReestablishment of Service

B. 52000

Test Year
Revenues

(B)
$497,235

Url ts

(C )
24,862

(0 )
$30.00

Increased
Revenue

(E)
$248,617

Increased
Revenue

(G)
$ 248,617

Reconnection or Connection of Service During
Normal Business Hours per Section I

$43,800 2,190 530.00 $21,900

(F)
$30.00

$30.00 $ 21,900

s

$

36000 $25,568 426 $75.00 $6,392 $75.00 $ 6,392 $
Reconnection or Connection of Service After
Normal Business Hours per Section I
After Hours of Service Establishment/Re-
establishment (includes weekends and
holidays)
Meter Reread per Section III 51500

TOTAL ADJUSTMENT TO SERVICE REVENUES

$60.00 532.820

$930

547

62

$75.00

$20.00

$8,205 $75.00 s a,2o5 $

sa10

5285,424

$20.00 s 310 s

5285,424 $0

9

Source: RUCO 1.10, Income . Service Fees

C&D: Although the Company/s cost of service evaluation shows a cost of $126.66 for after hours reconnection and service establishment,

the Company and Staff proposed increases to these rate elements reflect a gradual approach to increasing the rates.

1 0

1 1 B LAC K MO UNTAIN G E NE R ATING  S TATIO N

1 2 Q- Please discuss the Company's proposed rate change relating to Black Mountain

1 3 Generating Station.

1 4 A. The  Company proposes  to implement a  recla ss ifica tion of ra te s  e ffective  June  I, 2008, or

1 5 a t a  la te r da te  based on commercia l opera tion, associa ted with a  post tes t year adjustment

1 6 to ra te  base  for the  BMGS. This  proposa l is  presented in the  Direct Tes timony of Kevin P .

1 7 La rson. As  a  pra ctica l ma tte r, th is  cha nge  will ha ve  no  in itia l impa ct on  wha t the

1 8 customer pays , an average  increase  in the  de live ry charge  of 0.6 cents /kWh is  offse t by a

1 9 decrease  in the  power supply charge  of 0.6 cents/kWh. No change  in ra te  design would be

c .



Direct Tes timony of Frank Radigan
Docke t No. E-04204A-06-0783
Page 27

ne ce ssa ry s ince  the  Compa ny is  propos ing s imply to move  a  portion of the  ba se  powe r

supply charge  to the base de live ry cha rge  on a  volume tric ba s is  (pe r kph)

4 Q Does this conclude your direct testimony

Yes. it does



Atta c h m e n t FWR-1

Qua lific a tions  of
F R A N K  W .  R A D I G A N

Hudson River Energy Group
120 Washington Avenue

Alba ny, New York 12210
Telephone: (518)436- 1628
E-mail: fradigan@aoLcom

B.S ., Chemica l Enginee ring -- Cla rkson Unive rs ity, Potsdam, New York (1981)

Ce rtifica te  in Regula tory Economics  -- S ta te  Unive rs ity of New York a t Albany (1990)

1998-P re se nt P rinc ipa l, Huds on  Rive r Ene rgy Group , Alba ny, NY -- P rovide  re sea rch
teclmica l eva lua tion, due  diligence , reporting, and expert witness  tes timony on e lectric
s team, gas  and wate r utilitie s . Provide  expertise  in e lectric supply planning, economics
regula tion, wholesa le  supply and industry res tructuring issues . Perform ana lys is  of ra te
adequacy, ra te  unbundling, cost-of-service  s tudies, ra te  design, ra te  s tructure  and multi
year ra te  agreements. Perform deprecia tion studies, conservation studies and proposes
feasible  conservation programs

]9 9 7 -]9 9 8 Manager Ene rgy P lanning, Louis  Berge r & As s oc ia te s , Albany,NY - Advis e d
clients  on ra te  se tting, ra te  design, ra te  unbundling and performance based ra temaking
Sewed a  wide  va rie ty of clients  in dea ling with complexitie s  of de regula tion and
res tructuring, including OATT pricing, re source  adequacy, a sse t va lua tion in dives titure
auctions , transmiss ion planning policies  and power supply

198]-1997 S e nior Va lua tion Engine e r, Ne w York S ta te  P ublic S e rvice  Commis s ion
Albany, NY - S ta rting a s  a  Junior Enginee r and working progress ive ly through the
ranks, se rved on the  S ta ff of the  New York Sta te  Department of Public Service  in the
Rates  and System Planning Sections of the  Power Division and in the  Rates  Section of
the  Gas and Water Divis ion. Responsibilities  included the  ana lysis  of ra tes , ra te  design
and ta riffs  of e lectric, gas , water and s team utilities  in the  Sta te  and performing embedded
and margina l most of service  s tudies . Before  leaving the  Commission, was responsible
for directing a ll engineering s ta ff during Maj or ra te  proceedings



Electric power res tructuring, wholesa le  and re ta il whee ling ra tes , ana lysis  of load pocke ts  and
market power, divestiture , genera tion planning, power supply agreements  and expert witness
testimony, re ta il access, cost of service  s tudies, ra te  unbundling, ra te  design and deprecia tion
s tudie s . Wholesa le  power sys tem mode ling with GE-MAPS

la;z.m4leamelnmew

Wholesale Commodity Markets

Trans mis s ion Expans ion Planning - Va rious  Utilitie s  -- Me mbe r of Tra nsmiss ion Expa ns ion
Advisory Committee  in the  New England Power Pool - the  Committee  is  cha rged with the  s tudy
of transmiss ion expansion needs  in the  deregula ted New England e lectric marke t. Ongoing

Loca tiona l Bas ed Pric ing - Re a ding Municipa l Light De pa rtme nt -- Us ing GE multi-a re a
production s imula tion mode l (MAPS), ana lyzed New England wholesa le  power marke t to cos t
differences between various generators and load centers. 2003

Me rc ha n t P la n t Ana lys is - Confide ntia l clie nt - Us ing GE multi-a re a  production s imula tion
mode l (MAPS), ana lyzed New York City wholesa le  power marke t to de te rmine  economics  of
res tructuring PURPA e ra  contract to marke t priced contract. 2002

Ma rke t P ric e  Fore c a s ting - E1 Paso Merchant Energy .- Analyzed New England power marke t
using MAPS for purpose  of pricing na tura l gas  supply in order to ensure  tha t plant was
dispa tched a t 70% capacity factor as  required under its  gas  supply contract. 2002

Ma rke t P ric e  Ana lys is - Novo Windpowe r - Ana lyze d hourly ma rke t price  da ta  in Ne w York
for each load zone  in S ta te  in orde r to optimize  loca tion of new wind power projects . 2002

Gas  Aggrega tion - Village  of MIllion - Advised client on cos ts /benefits  of aggrega ting res identia l
gas customers for purpose of gas purchasing. 2002

Gas  Procurement - Alba ny County, Ne w York - Ass is te d clie nt in a na lys is  of e conomics  of
existing gas purchase  contract, negotia ted te rmination of contract, designing request for proposa l
for new na tura l gas  supply. 2000

HQ Prudence  Review - Se lected by Vermont Public Se rvice  Board to pe rfonn prudence  review
power supply contract be tween Hydro Quebec and Centra l Vermont Public Service  Corpora tion.
l998

Wholes a le  Power Supply - Prepared comprehensive  RFP to optimize  power supply for Solvay
municipa l utility by complementing exis ting low cos t power supplie s  in orde r to entice  new
indus tria l loa d to loca te  within Villa ge . 1997

2



Analys is  of Load Pocke ts  and Marke t Power - Performed ana lysis  of load pocke ts  and marke t
power in New York S ta te , de te rmined physica l and financia l measures  tha t could mitiga te
marke t power. 1996

Study of APP Contrac ts  and Impac ts  in  New York Performed s tudy to de tennine  ra te  impacts
of power purchase  contracts  entered into by investor owned utilities  and independent power
producers (ImPs), separa te ly measured ra te  impacts  resulting from sta tewide excess-capacity
de te rmined leve l of non-optimal rese rves  for each utility. 1995

Power Purchas e  Contract Polic ies  and Procedures - Dire cte d NYS P S C S ta ff teams in
formula tion of short- and long-run avoided cos t e s tima tes  (LRACs) us ing production s imula tion
model (PROMOD), forecas ted load and capacity requirements , deve loped utility buy-back ra tes
presented expert witness testimony on buy-back ra te  estimates and ca lcula tion methodologies
the reby implementing curta ilment of ImPs as  a llowed under PURPA. 1990-1994

Integra ted Res ource  P lanning - Le d NYS P S C S ta ff te a m's  e xa mina tion of e a ch utility's  IP
process  and examination of impacts  of processes  and regula tory policies  influencing the  decis ion
making process . 1994

Intras ta te  Wheeling Commis s ion Trans mis s ion Analys is  and As s es s ment - Cha irma n of
NYSPSC Proceeding to examine  plans  for mee ting future  e lectricity needs  in New York S ta te
Addressed measures for estimating and a lloca ting costs  of wheeling, including embedded cost
short-run margina l cost and long run incrementa l cost methods . 1990

Rate Setting

Economic  Development Rate - Ma sse na  Ele ctric De pa rtme nt -. For municipa l e le ctric utility
developed ta riffs  for economic development ra tes  for new or expanded load

Rate  Cas e  Cos t of Service  Study -. Villa ge  of Ha milton, NY - For sma ll municipa l e le ctric
utility, prepa red full cos t of se rvice  s tudy be fore  the  New York Public Se rvice  Commiss ion

Ra te  S tudy - Pa scoa g Utility Dis trict - Re vie we d the  a pplica tion of the  Powe r Authority of the
Sta te  of New York to increase  ra tes  to its  wholesa le  power customers . 2003

Ra te  S tudy - Kennebunk Power and Light Department - Performed ra te  s tudy of new multi-year
wholesa le  power contract aga inst exis ting ra tes  to de termine  impact on overa ll revenue  recovery
and cash flows  of utility. 2003

Rate  Cas e  Cos t of Service  Study - Villa ge  of Arca de , NY .- For s ma ll municipa l e le ctric utility
ass is ted in the  prepara tion full cost of se rvice  s tudy before  the  New York Public Service
Commiss ion. 2003



Rate  Cas e  Cos t of Service  Study - Villa ge  of P hila de lphia , NY -- For sma ll municipa l e le ctric
utility, a ss is ted in the  prepa ra tion full cos t of se rvice  s tudy be fore  the  New York Public Se rvice
Commiss ion. 2003

Rate  Cas e  Cos t of Service  Study - Villa ge  of Ha milton, NY - For s ma ll municipa l e le ctric
utility, prepa red full cos t of se rvice  s tudy be fore  the  New York Public Se rvice  Commiss ion.
2004

Rate  Cas e  Cos t of Service  Study - Fillmore  Ga s  Compa ny - For sma ll na tura l ga s  loca l
dis tribution company, pe rforming cos t of se rvice  s tudy for inte rna l budge t controls  and fonta l
ra te  case  be fore  the  New York Public Se rvice  Commiss ion. 2003

Rate  Cas e  Cos t of Service S tudy - Rowla nds  Hollow Wa te r Works  - For sma ll wa te r compa ny,
performing cost of se rvice  s tudy for inte rna l budget controls  and formal ra te  case  before  the  New
York Public Se rvice  Commiss ion. 2003

Standby Rates Independent Power Producers  of New York - Analyzed reasonableness  of
proposed standby ra tes  of Niagara  Mohawk Power Corpora tion, proposed a lte rnate  ra te  designs,
pa rticipa ted in se ttlement negotia tions  for new ra tes . 2002

Economic Development Rates - Pascoag Utility Dis trict - Des igned new cos t based economic
deve lopment ra tes  charged to la rge  industria l customer contempla ting loca ting within the
municipa lity. 2002

Munic ipa liza tion  S tudy - Kennebunk Power and Light Department - Pe rformed economic
ana lys is  of municipa l utility se rving rema ining portions  of Village  not a lready se rved, pe rformed
va lua tion of the  plant currently owned by Centra l Maine  Power. 200 l

Wa te r Ra te  S tudy - P a scoa g Utility Dis trict - P e rforme d cos t of se rvice  s tudy for wa te r utility,
presented a lternate  methods of funding revenue requirement. 200 l

Middleborough Gas and Electric Department - Designed cost based
pole  a ttachment ra tes  charged to CATV customers. 2000
Pole Attachment Rates -

-- On beha lf of three  municipa l utilities , ana lyzed cost basis  and proposed
ra te  des ign of ISO Service  Tariffs . 2000
IS O S e rvic e  Ta riff

City of Fa rmington, Ne w Me xico municipa l e le ctric de pa rtme nt -
Designed cost based pole  a ttachment ra tes for CATV customers. 1999
Pole Attachment Rates -

OATT Ra te s .- On beha lf of four municipa l utilitie s  in New England .- Deve loped cos t based
annual revenue  requirements  for regional ne twork transmission ra tes , represent utilities  before
ISO New England committees on transmission ra te  se tting issues. 1998-2004
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Cons olida ted Edis on Res truc turing - Me mbe r NYPSC S ta ff te a m - Ne gotia te d ma jor
res tructuring se ttlement with Consolida ted Edison, which decreased utility's  ra tes  by $700
million over five  yea rs , implemented re ta il access  program, pe rfonned ra te  unbundling
dives titure  of utility genera tion and the  a llowance  of the  formation of a  holding company
accelera ted deprecia tion of genera tion, established customer education programs on
res tructuring, e s tablished se rvice  qua lity and se rvice  re liability incentive  to ensure  tha t provis ion
of e lectric se rvice  will diminish as  compe titive  marke t emerges . The  agreement se rved as  the
templa te  for re s tructuring in New York. 1997

Cos t-of-s e rvice  Review and Ra te  Unbundling - Pe rformed ra te  unbundling of re ta il ra te s  of
Ora nge  & Rockla nd Utilitie s , Inc. to fa cilita te  de live ry of Ne w York P owe r Authority e ne rgy to
cus tomer loca ted in Orange  & Rockland's  se rvice  te rritory. 1992

Vintage  Year Sa lvage  and S tudy - Managed joint s tudy of s ta ff from Rocheste r Gas and
Electric Corpora tion and NYSPSC to de te rmine  feas ibility of us ing vintage  yea r sa lvage
accounting for de termining future  sa lvage  ra tes . 1985

Environmental Issues

Energy Cons erva tion S tudy - Pascoag Utility Dis trict - Des igned ene rgy conse rva tion reba te
program based on cost benefit s tudy of various a lte rna tives. Program fLulded through Sta te
mandated collection of energy conserva tion monies  from ra tepayers . 2002

Cle a n  Air Ac t La ws u it - New York S ta te  Attorney Gene ra l - Inves tiga ted modifica tions  made
a t coa l fired gene ra ting units  of New York utilitie s  to de te rmine  whe the r ma jor modifica tions
were  made  with obta ining pre -construction permits  as  required by the  prevention of S ignificant
De te riora tion (PSD) provis ions  of the  Act. 1999-2002 .

Environmenta l Impac t S tudy and  S imula tion  Mode ling  Ana lys is - Ana lyze d potential
environmenta l impacts  of re s tructuring e lectric indus try in NY us ing production s imula tion
mode l P ROMOD. 1996

Renewable Res ources - Project Leader in NYSPSC proceeding regarding deve lopment and
imple me nta tion of utility plans to promote use of renewable resources. 1995

Environmenta l and Economic  Impac ts  S tudy - Dire cte d s tudy of pool-wide  powe r pla nt
dispa tch with environmenta l adders  to de te rmine  environmenta l and economic e ffects  of
dispa tching e lectric power plants  with mone tized environmenta l adde rs . 1994

Cle a n  Air Impa c t S tudy - Directed s tudy of e ffects  of the  Clean Air Act of 1990. Measured
s ta tewide  cos t savings  if ca ta lytic reduction control facilitie s  were  e lected to comply with 1990
Clean Air Act Amendments , ins ta lled components  on units  in me tropolitan NY region. 1994
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Environmenta l Exte rna lities  and Soc ioeconomic  Impac ts  S tudy - Ma na ge d NYS P S C
proceeding to de te rmine  whe ther to incorpora te  environmenta l cos ts  into Long-Run Avoided
Costs  for the  S ta te 's  e lectric utilitie s . S tudy purposes : explore  the  socioeconomic impacts  of
e lectric production a s  compared with DSM, mone tize  environmenta l impacts  of e lectricity
1993

Ca se  05-S -1376 .- Consolida te d Edison - S te a m Ra te s  -- On be ha lf of County of We s tche s te r
te s tifie d to the  re a s ona ble ne s s  of he  me thod of a lloca ting cos ts  be twe e n the  utility's  s te a m
system and its  e lectric system. 2006

Docke t No. 06-48-000 - Bra intre e  Ele ctric Light De pa rtme nt - On be ha lf of the  municipa l utility
presented an cost of service  s tudy used to ca lcula te  the  annual revenue requirement for a
genera ting s ta tion tha t was deemed to be  required for re liability purposes

Ca s e  05-E-1222 - Ne w York S ta te  Ele ctn'c a nd Ga s  Corpora tion - On be ha lf of Nucor S te e l,
Auburn, Inc. e xa mine d the  re a s ona ble ne s s  of the  utility's  propos e d a ve ra ge  s e rvice  live s ,
fore ca s t ne t s a lva ge  figure s , a nd proposa l to switch from whole  life  to re ma ining life  me thod.
2006

Docke t No. 05-10004 - S ie rra  Pacific Power Company -.. On beha lf of the  S ta ff of the Nevada
Public Utilitie s  Commiss ion te s tified on the  reasonableness  of the  utility's  proposed e lectric
deprecia tion ra tes  and expense  levels . 2006

Docke t No. 05-10006 - S ie rra  Pacific Power Company -. On beha lf of the  S ta ff of the  Nevada
Public Utilitie s  Commiss ion tes tified on the  reasonableness  of the  utility's  proposed gas
deprecia tion ra tes and expense  levels . 2006

Docke t No. ER06-17-000 -. ISO Ne w Engla nd, Inc. - On be ha lf of a  group of municipa l utilitie s
in Ma s s a chus e tts  pre pa re d a n a ffida vit on the  re a s ona ble ne s s  of propos e d cha nge s  to the
Regiona l Ne twork Service  transmiss ion revenue  requirements  ra te  se tting formula . 2005

Case  04-E-0572 - Consolida ted Edison - Electric Ra te  - On beha lf of the  County of Westcheste r
testified to the  reasonableness of the  Company's revenue a llocation amongst service  classes and
the  company's  fully a lloca ted embedded cost of se rvice  s tudy. 2004

Docke t No. 04-02-14 - Aquarion Wate r Company - On beha lf of the  Connecticut Depa rtment of
Utility Control examined the  reasonableness  of the  utility's  proposed deprecia tion ra tes , wea ther
normaliza tion proposal and certa in opera tion and maintenance  expense  forecasts . 2004

Docke t No. U-13691 .- De troit The rma l, LLC - On beha lf of the  Henry Ford Hea lth Sys tems
tes tified on the  reasonableness  of the  utility's  proposed default ta riffs  for s team service . 2004
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Docke t No. 04-3011 - Southwest Gas  Corpora tion .- On beha lf ofthe  S ta ff of the  Nevada  Public
Utilitie s  Commiss ion tes tified on the  reasonableness  of the  utility's  proposed deprecia tion ra tes
and expense  leve ls . 2004

Docke t No. ER03-563-030 -- De von Powe r, LLC, e t a l. - On be ha lf of the  We lle s le y Municipa l
Light P lant filed a  prepa red a ffidavit with FERC with re spect the  proposa l of ISO New England,
Inc. to e s tablish a  loca tiona l Ins ta lled Capability marke t in New England.

Docke t No. 03-10002 - Nevada  Power Company - On beha lf ofthe  S ta ff of the  Nevada  Public
Utilitie s  Commiss ion tes tified on the  reasonableness  of the  utility's  proposed deprecia tion ra tes
and expense  leve ls . 2004

Case  03-E-0765 - Roches te r Gas  and Electric Corpora tion - Before  the  New York Public Se rvice
Commis s ion s ubmitte d te s timony on ra te  de s ign, ra te  unbundling, de pre cia tion, commodity
supply a nd re a sona ble ne s s  a nd ra te ma king tre a tme nt of proce e ds  from the  s a le  of a  nucle a r
genera ting plant. 2003

New York S ta te  Depa rtment of Taxa tion and Finance  Versus  Brooklyn Navy Yard Cogene ra tion
Pa rtne rs  -- Tes tified on beha lf of independent power produce r in income  tax case  rega rding tax
pa yme nts  a ssocia te d with ga s  use d to produce  e le ctricity. Te s timony focuse d on ra te ma king
policies  and practices  in New York S ta te , 2003

Docke t No. 2930 - Na rraganse tt Electric - Be fore  the  Rhode  Is land Public Utilitie s  Commiss ion
submitted tes timony on the  reasonableness  of the  utility's  proposed shared savings filing and its
implica tions  for the  overa ll reasonableness  of the  Company's  dis tribution ra tes . 2003

Docke t No. 03-07-01 Connecticut Light and Power Company - Before  the  Connecticut
Depa rtment of Public Utility Control te s tified to the  recove ry of "fede ra lly manda ted" whole sa le
power cos ts . 2003

Docke t No. ER03-1274-000 - Boston Edison Company -- Before  the  Federa l Energy Regula tory
Commission submitted a ffidavit on the  reasonableness  of the  utility's  proposed deprecia tion
ra tes and expense  levels . 2003

Case  210293 .... Coming Incorpora ted - Before  the  New York Public Service  Commission
submitted an a ffidavit on ce rta in actions  of New York S ta te  Electric & Gas  Corpora tion
rega rding the  wholesa le  price  of power in New York and the  utility's  billing practice s  a s  they
re la te  to flex ra te  contracts . 2003

Case  332311 - Nucor S tee l Auburn, Inc. - Before  the  New York S ta te  Public Se rvice
Commiss ion submitted an a ffidavit on ce rta in actions  of New York S ta te  Electric & Gas
Corpora tion re ga rding the  whole sa le  price  of powe r in Ne w York a nd the  utility's  billing
practices as they re la te  to flex ra te  contracts . 2003

7



Case 6455/03 ...- Prepared affidavit for consideration by the  Supreme Court of the  Sta te  of New
York as to the  purpose , need and fuel choice  for the  Jamaica  Bay Energy Center (Jamaica  Bay)
as  it re la ted to good utility planning practice  for mee ting the  energy needs  of utility cus tomers .
2003

Case  00-M-0504 - New York Sta te  Electric and Gas Corpora tion .... Reviewed reasonableness of
utility's  fully a lloca ted embedded cost of se rvice  s tudy and proposed unbundled de live ry ra tes .
2002

Docke t No. TX96-4-001 .-. On beha lf of the  Suffolk County Electrica l Agency proposed
unbundled embedded cost ra tes  for whee ling of wholesa le  power across  dis tribution facilitie s .
2002

Case  00-E-1208 -- Consolida ted Edison: Electric Rate  Restructuring - On behalf of Westcheste r
County, addressed reasonableness  of having diffe rentia ted de livery services  ra tes  for New York
City and Westchester. 200 l

Case  01-E-0359 .- Pe tition of New York S ta te  Electric & Gas  - Multi-Yea r Electric P rice
Protection Plan - Addressed reasonableness of Price  Protection Plan (PPP), presented a lternative
ra te  plan tha t ca lled for 20% decrease  in utility's  base  ra tes . 2001

Case  01-E-0011 - Joint Pe tition of Co-Owners  of Nine  Mile  Nuclea r S ta tion -- Addressed the
reasonableness of the proposed nuclear asset sale  and the ratemaking treatment of the after gain
sa le  proposed by NYSEG. 2001

Docke t No. EL00-62-005 - ISO New England Inc. - Submitted a ffidavit on rea sonableness  of
ISO's  proposed $4.75/kW/month Ins ta lled Capability Deficiency Charge . June  2001

Docke t No. EL00-62-005 - ISO New England Inc. -. Submitted a ffidavit on reasonableness  of
proposed Ins ta lled $0.17/kW/month Capability Deficiency Charge . January 2001

Docke t No. 2861 - Pascoag Fire  Dis trict: S tandard Offe r, Charge , Transition Charge  and
Transmiss ion Charge  - Testified on e lements  of individua l charges , procedures  for ca lcula tion
and reasons for changes from previous filed ra tes . 200 l

Case  96-E-0891 .- New York Sta te  Electric & Gas: Re ta il Access  Credit Phase  - On beha lf of a
la rge  industria l customer, tes tified on cost of se rvice  considera tions  regarding NYSEG's  ea rnings
performance  under the  te rms of a  multi-year ra te  plan and the  appropria te  leve l of Reta il Access
Credit for customers seeking a lte rna te  service  from a lte rna te  supplie rs . 2000

Docke t No. ER99-978-000 - Bos ton Edison Company: Open Access  Transmiss ion Ta riff-
Testified on design, revenue requirement, and reasonableness of proposed formula ra tes
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proposed by Boston Edison Company for ca lcula ting charges  for loca l ne twork transmiss ion
service  under open access  ta riff 1999

Docke t Nos . OA97-237~000, e t. a l..- New England Power Pool: OATT -. Tes tified on des ign
revenue requirement, and reasonableness of proposed formula  ra te  for transmission service
tes tified to proposed ra tes , charges , te rns  and conditions  for ancilla ry se rvices . 1999

Docket No. 2688 .-- Pascoag Fire  Dis trict: Electric Ra tes  - Testified on e lements  of savings
resulting from renegotia tion of contract with wholesa le  power supplie r and presented ana lys is
that justified need for and amount of base  ra te  increase . 1998

New York Sta te  Department of Taxa tion and Finance  Versus  Zap co Energy Tactics  Corpora tion
Testified on behalf of independent power producer in income tax case  regarding tax payments

associa ted with e lectric inte rconnection equipment. Tes timony focused on policie s  and
practices  faced in doing business  in New York Sta te . 1998

Docke t No. 2516 - Pascoag Fire  Dis trict: Utility Res tructuring - Tes tified on manne r and means
for utility's  re s tructuring in complia nce  with Rhode  Is la nd Utility Re s tructuring Act of 1996
Testimony presented a  methodology for ca lcula ting stranded cost charge , unbundled ra tes, and
new te rms and conditions  of e lectric se rvices  in deregula ted environment. 1997

Case  94-E-0334 - Consolida ted Edison: Electric Ra te s  - Led S ta ff te am in review of utility's
multi-yea r ra te  filing seeking increa sed ra te s  of $400 million. Directed te am in review of
resource  planning, power purchase  contract administra tion, and fuel and purchased power
expenses and testified on reasonableness of company's  actions regarding buy-out of contract
with an independent power producer and renegotia tion of contract with another independent
power producer. Lead negotia tions  for multi-year se ttlement and performance-based ra temaking
package that resulted in a  three-year ra te  freeze. 1994

Case  93 -G-0996 - Consolida ted Edison: Gas Rates  - Testified on reasonableness  of utility's
proposed deprecia tion ra tes . 1994

Case  93-S-0997 - Consolida ted Edison: S team Rates  - Testified on reasonableness  of utility's
re source  planning for s team utility sys tem. 1994

Case  93-S-0997 and 93-G-0996 - Consolida ted Edison: Steam Rates  - Te s tifie d on
reasonableness  of multi-year ra te  plan proposed by the  utility. 1994

Case 94-E-0098 - Nia ga ra Moha wk: Ele ctric Ra te s  - Re vie we d utility's  ma na ge me nt of its
portfolio of power purchase  contracts  with independent power producers  for the  reasonableness
of recove ry of cos ts  in re ta il ra te s . 1994

Case  93-E-0807 - Consolida ted Edison: Electric Ra tes  - Testified on ra te  recovery mechanism
for costs  associa ted with te rmina tion of five  contracts  with independent power producers . 1993



Case  92-E-0814 -... Pe tition for Approva l of Curta ilment Procedures  - Testified on methodology
for es timating amount of power required to be  curta iled and s ta ff" s  es timate  of curta ilment. 1992

Case  90-S-0938 - Consolida ted Edison: Steam Rates  -. Testified on reasonableness  of utility's
embedded cost of service study, and proposed revenue re~a11ocation and rate design. 1991

Case 91-E-0462 -- Consolidated Edison: Electric Rates
fuel adjustment incentive clause. 199 l

Implementa tion of pa rtia l pass-through

Case  90-E-0647 -- Rochester Gas and Electric: Electric Rates  .- Analysis  and estimation of
monthly fue l and purchased power costs  for use  in utility's  perfonnance  based partia l pass-
through fue l adjustment clause . 1990

Case  29433 -- Centra l Hudson Gas  and Electric: Electric Ra tes  - Ana lys is  of utility's
construction budgeting process, ra te  year e lectric plant in service  forecast, lease  revenue forecast,
forecast and ra te  trea tment ofprotits  from sa les  of wholesa le  power and es timation of fue l and
purchased power expenses for use  in the  utility's  partia l pass-through fue l adjustment clause .
1987

Case  29674 - Roches te r Gas  and Electric: Electric Ra tes  - Review of utility's  his toric and
forecast O&M expenditure  leve ls , forecas t and ra te  trea tment of profits  from wholesa le  power,
and estimation of fuel and purchased power expenses, and price  out of incremental revenues
from increased re ta il sa les. 1987

Case  29195 - Centra l Hudson Gas  and Electric: Electric Ra te s  - Review of utility's  cons truction
budgeting process , ana lysis  of ra te  year e lectric plant in service , forecast and ra te  trea tment of
profits  from sa les  of wholesa le  power, and estimation of fue l and purchased power expenses.
1986

Case  29046 -. Orange  and Rockland Utilities : Electric Rates
the  utility's  proposed deprecia tion ra tes  and expense  leve ls . 1985

- Testified on the  reasonableness  of

Case  28313 - Centra l Hudson Gas  and Electric: Electric Ra te s  - Review of utility's  cons truction
budgeting process , ana lysis  of ra te  year e lectric plant in service  forecast, review of ra te  year
operations and maintenance expense  forecast, forecast and ra te  trea tment of profits  from sales of
wholesale  power, estimation of fuel and purchased power expenses. 1984

Case 28316 .-. Rochester Gas and Electric: Steam Rates .- Price out of steam sales including the
review of historic sa les growth, usage  patterns and forecast number of customers. 1984

10



Multiple  Inte rvene rs  Annua l Confe rence  - Wha t Will Impact Marke t P rice s?  1998, Syracuse ,
New York - Speake r on the  impact tha t de regula tion would have on marke t prices  for la rge
indus tria l cus tomers .

IBC Conference  .- Successful Stra tegies  for Negotia ting Purchased Power Contracts , 1997,
Washington, DC - Speaker on NY power purchase  contract policies , ra tepayer va lua tion,
contract approval process  and policy on recovery of buyout costs .

Gas  Da ily Confe rence  - Fue ling the  Future : Gas ' Role  in Priva te  Power Projects , 1992,
Houston, Texas - Panel member addressing changing power supply requirements  of e lectric
utilitie s .

Member American Public Power Associa tion, Northeas t Public Power Associa tion and New
York S ta te  ISO.
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UNS Electric. Inc
Comparison of Present and Staff Proposed Rates

Test Year Ended June 30, 2005

Attachment FWR-2
Page 1 of 3

Increase
Present Rate Proposed Rate $ %

Residential Service Delivery Charges - Mohave County
Customer Charge
Energy Charge, first 400 kWhs
Energy Charge, all additional kWhs

PPFAC Charge

Residential Service Base Power Supply Charge, all kwhs

$6.50
$0.074900
$0.074900

$0.01a250

$7.50
$0.024497
$0.024497

$0,018250

$0.051940

$1 _00
-$0.0504
-$0.0504

$0.0000

$0.0519

15.4%
-67.3%
-67.3%

0.0%

N/A

Residential Service Delivery Charges - Santa Cruz County
Customer Charge
Energy Charge, first 400 kWhs
Energy Charge, all additional kWh
PPFAC Charge
Residential Service Base Power Supply Charge, all kWhs

$6.50
$0.079300
$0.079300
$0.018250

$7.50
$0.0z7360
$0.027360
$0.018250
$0.051940

$1 .00
-$0.0519
°$0.0519
$0.0000
$0.0519

15.4%
-65.5%
-65.5%

0.0%
N/A

Residential Time of Use Rates, all WVhs

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak

Summer Shoulder

Summer off-peak

$0_06s130

$0_055750

$0.051130

Winter on-peak

Winter off-peak

$0.054820

$0.039820

Small General Service Delivery Charges - Mohave County

Customer Charge
Energy Charge, first 400 kWhs
Energy Charge, all additional kWhs
PPFAC Charge
Small General Service Base Power Supply Charge, all kWh

$10.00
$0.074500
$0_074500
$0.01a2s0

$12.00
$0.023585
$0.023585
$0.01B250
$0.051940

$2.00
-$0.0509
-$0.0509
$0.0000
$0.0519

20.0%
-68.3%
-68.3%

0.0%
N/A

Small General Service Delivery Charges - Santa Cruz County
Customer Charge
Energy Charge, first 400 kWhs
Energy Charge, all additional kWhs
PPFAC Charge
Small General Service Base Power Supply Charge, all kwhs

$10.00
$0.118300
$0.118300
$0.018250

$12.00
$0.066360
$0.oeeaeo
$0.01s250
$0.051940

$2.00
-$0.0519
-$0.0519
$0.0000
$0.0519

20.0%
-43.9%
-43.9%

0.0%
N/A

Small General Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak

Summer Shoulder

Summer off-peak

$0.0sa550

$0.055860

$0.051550

Winter on-peak

Winter off-peak

$0.055650

$0.040650



UNS Electric. Inc
Comparison of Present and Staff Proposed Rates

Test Year Ended June 30. 2006

Attachment FWR-2
Page z of 3

Increase
Present Rate Proposed Rate

Large General Service Delivery Charges

Customer Charge

Demand Charge, per kW
Energy Charge (kWh)
PPFAC Charge
Large General Service Base Power Supply Charge, all kWhs

$1010

$9.50
$0,053300
$0.018250

$15.50

$10.71
$0.000000
$0.018250
$0.051940

$5.40

$1 .21
$0,05

$0,0000
$00519

53.5%

12.7%
100.0%

0.0%
N/A

Large General Sewiee Tou Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge (kWh)
PPFAC Charge
Large General Service (TOU) Base Power Supply Charge, all kWhs

$15.00
$9.50

$0.053300
$0.018250

$15.50
$10.71

$0.000000
$0.018250
$0.051940

$0.50
$1 .z1

-$0.0533
$0,0000
$00519

3.3%
12.7%

-100.0%
0.0%

N/A

Large General Service Time of Use Rates, all kWh

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak

Summer Shoulder

Summer off-peak

50.067710

$0.056330

$0.052710

Winter on-peak

Winter off-peak

$0.055950

$0.0409s0

Large Power Service (<69KV) Delivery Charges

Customer Charge

Demand Charge, per kW
Energy Charge (kWhs)
PPFAC Charge
Large Power Service (<69KV) Base Power Supply Charge, all kWhs

$365.00

$24.75
$0.023600
$0.018250

$365.00

$10.51
$0.000000
$0.01a250
$0,051940

$0.00

-$14.24
°$0.0236
$00000
$0.0519

0.0%

-57.5%
-100.0%

0.0%
N/A

Large Power Service (>69K\I) Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
PPFAC Charge
Large Power Service (>69KV) Base Power Supply Charge, all kWh

$800.00
$16.10

$0.023600
$0.018250

$800.00
$1.86

$0.000000
$0.018250
$0.051940

$0.00
~$14.24

-$00236
$00000
$00519

0.0%
-88.5%

-100.0%
0.0%

N/A

Large Power Service Time of Use Rates, all kWhs

(These rates would include all Deliverycharges above and replace The Base Power Supply charge)

Summer on-peak

Summer Shoulder

Summer off-peak

$0.068850

$0.056850

$0.053850

Winter on-peak

Winter off-peak

$0.056850

$0.041850



UNS Eleeiric. Inc
Comparison of Present and Staff Proposed Rates

Test Year Ended June 30. 2006

Attachment FWR-2
Page 3 of 3

Increase
Present Rate Proposed Rate

Interruptible Power Service Delivery Charges

Customer Charge

Demand Charge, per kW
Energy Charge (kWh)
PPFAC Charge
Interruptible Power Service Base Power Supply Charge, all kWhs

$10,10

$2.50
$0.053300
$0.018250

$15.50

$3.40
$0.000000
$0.018250
$0.051940

$5.40

$0.90
$00533
$00000
$00519

53.59

36.0%
100.0%

0.0%
N/A

Interruptible Power Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak

Summer Shoulder

Summer off-peak

$0.0es310

$0.056140

$0.053310

Winter on-peak

Winter off-peak

$0.0558so

$0.040860

Lighting Dusk Io Dawn Delivery Charges
Existing Wood Pole - Overhead
New 30' Wood Pole (Class 6) - Overhead
New 30' Metal or Fiberglass - Overhead
Existing Wood Pole. Underground
New 30' Wood Pole (Class 6) - Underground
New 30' Metal or Fiberglass - Underground
Wattage, per Watt

$0.00
$4.02
$8.05
$2.01
$6.04

$10.06
$0.053040

$0.00
$4.12
$8.25
$2.06
$6.19

$10.30
$0.054331

$0.00
$0.10
$0.20
$0.05
$0.15
$0.24

$0.001291

0.0%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%



Utilizes Division Staff Recommendation for ans Electric, inc
Typical Bill Comparison » Present and Proposed Rates

Test Year Ended June 30, 2006

Attachment FWR-3
Page 1 of 7

Residential Service Delivery Charges _ Mohave County
Customer Charge
Energy Charge, first 400 kWh
Energy Charge, all additional KWhs
PPFAC Charge
Residential Service Base Power Supply Charge, all kWh

Present
$6.50

$007490
$007490
$0.01825

Pl'opos&d
$7.50

$002450
$0.02450
$0.01825
$005194

Average Sales per Month
0

Total Bill
Present Rate

$6.50

Total Bill
Proposed Rate

$7.50

Proposed
Increase

$
$1 .00

Proposed
Increase

%
15.4%

50 $11.16 $12.23 $10B 9.7%

100 $15.82 $16.97 $1.15 73%

200 $25.13 $26.44 $1.31 52%

400 $43.76 $45.37 $1.61 37%

500 $53.08 $54.84 $1.77 33%

B00 $81.02 $83.25 $2.23 2.8%

1 ,000 $99.65 $102.19 $2.54 2.5%

2,000 $192.80 $196.87 $407 2.1%

2,500 $239.38 $244.22 $4B4 20%

5,000 $47225 $480.94 $8.69 1.5%

10,000 $938.00 $954.37 $1637 1.7%

Average Increase For Subclass
Average Increase For Service Classification

Overall Average Increase

26%
24%
2.4%

Residential Service Delivery Charges - Santa Cruz County
Customer Charge
Energy Charge, first 400 kWh
Energy Charge, all additional kWhs
PPFAC Charge
Residential Service Base Power Supply Charge, all kWh

Present
$6.50

$0079300
$0.079300
$0. 018250

Proposed
$7.50

$0.027360
$0.027360
$0.018250
$0.051940

Average Sales per Month
0

Total Bi!!
Present Rate

$6.50

Total Sm
Proposed Rate

$7590

Proposed
Increase

$
$1.00

Proposed
Increase

%
15.4%

50 $11.38 $12.38 $1.00 B8%

100 $16.26 $17.26 $100 6.2%

200 $2601 $27.01 $100 3.8%

400 $45.52 $46.52 $1.00 22%

500 $5528 $56.28 $100 13%

800 $8454 $85.54 $1.00 1.2%

1 ,000 $104.05 $105.05 $1.00 1.0%

2,000 $201.60 $202.60 $100 0.5%

2,500 $250.38 $251.38 $1D0 0.4%

5,000 $494.25 $495.25 $100 0.2%

10,000 $982.00 $983.00 $1.00 0.1%

Average Increase For Subclass
Average Increase For Service Classification

Overall Average Increase
$2.20 $1.43

13%
2.4%
2.4%



Utilizes Division Staff Recommendation for UNS Electric inc
Typical Bill Comparison - Present and Proposed Rates

Test Year Ended June 30. 2006

Attachment FWR-3
Page 2 of 7

Present ProposedResidential Service Cares - Delivery Charges Mohave County
Customer Charge
Energy Charge, first400 kwhs
Energy Charge, all additional kWh
PPFAC Charge
Discount
Residential Service Cares Base Power Supply Charge, all kWh

$0074900
$00074900
$0 018250

Varies

$0.024497
$00024497
$0, 018250

Varies
$0.051940

Average Sales per Month
0

Present
Discount

Total Bill
Present Rate

Total Bill
Proposed Rate

Proposed
Increase

$

Proposed
Increase

%
154%

50

$11.07 $11.88

$17.59 $18.51

$42.46 $4337

$49.91 $5145

$72. 92 $74.92

$89.69 $9187

$184.80 $188.87

$231.38 $236. 22

$464.25 $472.94

10000 $930.00 $94637 $16.37

Average Increase For Subclass
Average Increase For Service Classification

Overall Average Increase

Present ProposedResidential Service Cares - Delivery Charges Santa Cruz County
Customer Charge
Energy Charge, first400 kwhs
Energy Charge, all additional kwhs
PPFAC Charge
Discount
Residential Service Cares Base Power Supply Charge, all kWhs

$0079300
50.079300
50018250

Varies

$002735
$002736

$0.018250
Varies

$0.051940

Average Sales per Month
0

Present
Discount

Total Bill
Present Rate

Total Bill
Proposed Rate

Proposed
Increase

s

Proposed
Increase

%
Vo

50 30%

$11.38 $12.08

$18.21 $18.91

$36.42 $3722

$44.22 $4502

$76.09 $7639

$93.65 $94.55

$193.60 $202.60

$242.38 $25138

$486.25 $495.25

10.000 $974.00 $983.00

Average Increase For Subclass
Average Increase For Service Classification

Overall Average Increase



Utilizes Division Staff Recommendation for UNS Electric. Inc
Typical Bill Comparison - Present and Proposed Rates

Test Year Ended June 30. 2006

Attachment FWR-3
Page 3 of 7

Small General Service Delivery Charges - MohaveCounty
Customer Charge
Energy Charge, first 400 kWhs
Energy Charge, all aOditiorial kWhs
PPFAC Charge
Small General Service Base Power Supply Charge, all kWh

Present
$10.00

$0074500
$0.074500
$0.018250

ProDosed
$12.00

$0.023585
$0.023585
$0.018250
$0.051940

Average Sales per Month
0

Total Bill
Present Rate

$10.00

Total Bill
Proposed Rate

$12.00

Proposed
Increase

$
$2.00

Proposed
Increase

%
20.0%

50 $14_54 $1669 $2.05 140%

$19.28 $21.38 $2.10 10.99

250 $33.19 $35.44 $2.26

$56.38 $58.89 $2.51 4.5%

$102.75 $10518 $3.02 2.9%

2.000 $195.50 $199.55 $4.05 2.1%

3.500 $334.63 $340.21 $559 1.7%

5.000 $473.75 $480.88 $7.12 1.5%

10.000 $937.50 $949.75 $12.25 1.3%

30.000 $2792.50 $2,825.25 $3275 1.2%

50,000 $4,647.50 $4,700.75 $53.25 1.1%

Average Increase For Subclass
Average Increase For Service Classification

Overall Average Increase

2.9%
2.4%
2.4%

Small General Service Delivery Charges Santa Cruz County
Customer Charge
Energy Charge, first 400 kWhs
Energy Charge, all additional kWh
PPFAC Charge
Small General Service Base Power Supply Charge, all kWh

Present
$10.00

$0 118300
so. 118300
$D018250

Proposed
$12. 00

$0.066360
$0.066360
$0.01a250
$0.051940

Average Sales per Month
0

Total Bill
Present Rate

$10.00

Total Be
Proposed Rate

$12. 00

Proposed
Increase

$
$2.00

Proposed
Increase

%
20.0%

50 $16.83 $18.83 $2.00 118%

100 $23.66 $25.66 $200 8.5%

250 $44.14 $46. 14 $200 45%

500 $78.28 $80.28 $2.00 2.6%

1,000 $145.55 $148.55 $2.00 1 .4%

2,000 $283. 10 $285.10 $2.00 0.7%

3,500 $487.93 $48993 $2.00 0.4%

5,000 $692.75 $694.75 $2.00 0.3%

10,000 $1,375.50 $1,377.50 $2.00 0.1%

30,000 $4, 106.50 $4,10850 $2.00 0.0%

50,000 $6,837.50 $6,83950 $200 0.0%

Average Increase For Subclass
Average Increase For Service Classification

Overall Average Increase

1 .5%
24%
2.4%



Utilites Division Staff Recommendation for UNS Electric. Inc
Typical Bill Comparison Present and Proposed Rates

Test Year Ended June 30. 2006

Attachment F\NR-3
Page 4 of 7

Present
$10.10

Large General Service Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge, per kph
PPFAC Charge
Large General Service Base Power supply Charge, all kWh

$0.053300
SO 018250

Prcocsed
$15. 50
$10. 71

$0.000000
$0018250
$0 051940

Average Sales per Month Demand
15

Total Bill
Present Rate

$57 g. 86

Total Bill
Proposed Rate

$537.82

Proposed
Increase

$
$ to 96

Proposed
Increase

%

10.000 32 $1029.62 $1_()60.14 $30.52

25.000 $2,558.90 $2,527.10 $68.21

50.000 $5.107.70 $523871 $131.01

100.000 $10.205.29 $10,461.92 $256.62

200000 $20.40049 $20 . 908. 34 $507.85

300.000 $30,595.68 $31 ,354.76 $759.07

400.000 540790.88 $41,801.18 $1,010.30

500.000 550,986.07 552247.60 $1,26t.52

500.000 561,181.27 862.694.02 $1512.75

Average Increase For Subclass
Average Increase For Service Classification

Overall Average increase

Present
$15.00

Large General Service Tou Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge, per kph
PPFAC Charge
Large General Service (TOU) Base Power Supply Charge, all kWh

$00053300
$43 018250

Proposed
$15.50
$10.71

$0.000000
$0018250
$0.051940

Proposed
Increase

Average Sales per Month Demand
16

Total Bill
Present Rate

$524.76

T¢eal Bill
Proposed Rate

$537.82

Proposed
Increase

s
$13.06

10.000 32 $1,034.52 $1,060.14 $2562

25.000 $2,563.80 $2,827.10 $63.31

50.000 $5_112.60 $5,238.71 $126.11

100.000 510,210.19 $10,461.92 $251.72

200.000 $20,405.39 $20,908.34 $502.95

300.000 $30,600.58 $31 .354.7G $754.17

400.000 $40,795.78 $41,801.18 $1,005.40

500.000 $50,990.97 $52,247.60 $1,256.62

800.000 551,186.17 $52,694.02 $1,507B5

Average Increase For Subclass
Average Increase For Service Classification

Overall Average Increase



Utilizes Division Staff Recommendation for UNS Electric. Eric
Typical Bill Comparison - Present and Proposed Rates

Test Year Ended June 30, 2006

Attachment FWR-3
Page 5 of 7

Large Power service (<69KV) Delivery Charges
Customer Charge
Demand Charge, per kW
EnergyCharge, per kph
PPFAC Charge
Large Power Service (<69KV) Base Power Supply Charge, all kWhs

Present
$365.00
$24.75

$00023600
$0. 018250

Proposed
$365.00
$10 51

$00000000
$0. 018250
$0. 051940

Average Sales per Month
300.000

Demand
Total Bill

Present Rate
$27,447

Total Bill
Proposed Rate

$27,590

Proposed
Increase

$

Proposed
Increase

%

450.000 $40_988 $41,202

650.000 $59_042 $59,351

850.000 $77096 $77,501

950.000 $86. 124 $86,576

1.500.000 $135.773 $135488

1 .750.000 $158.342 $159.175

2.000.000 $180,910 3181.862

2.500.000 $226,046 $227236 $1.190

Average Increase For Subclass
Average Increase For Service Classification

Overall Average Increase

Present
$800.00
$16. 10

$o023600
$0 018250

Proposed
$800.00

Large Power Service (>59KV) Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge, per kph
PPFAC Charge
Large Power Service (>69KV) Base Power Supply Charge, all kWh

$ooooooo
$0.018250
$0051940

Average Sales per Month
300.000

Demand
Total Bill

Present Rate
$22, 199. 60

Total Bill
Proposed Rate

$22,877.70

Proposed
Increase

$

Proposed
Increase

%

450.000 $32,899.40 $33,916.55 $1

650.000 $47, 165. 80 $48,635.02

850.000 $61 .43220 $63.353.48

950.000 $68,565.40 $70.712.72

1 .500.000 $107.797.99 5111,188.50 $3,391

1.750.000 $125,530.99 $129,586.58 $3.958

2.000.000 $143,463.99 $147,984.66 $4.521

2.500900 $179,129.99 $184,780.83 $5.651

Average Increase For Subclass
Average Increase For Service Classification

Overawe Average !increase



Utilites Division Staff Recommendation for UNS Electric, inc
Typical Bill Comparison - Present and Proposed Rates

Test Year Ended June 30, 2006

Attachment FWR-3
Page 6 of 7

!interruptible Power Service Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge, per kph
PPFAC Charge
interruptible Power Service Base Power Supply Charge, all kWh

Present!
$10.10
$2.50

$0053300
30018250

Proposed
$1550
$340

$0.000000
$0 01 B250
$0.051940

Average Sales per Month
10,000

Demand
34

Total Bill
Present Rate

$809.61

TotaI Bill
Proposed Rate

$831.65

Proposed
Increase

$
$2204

Proposed
Increase

%
2.7%

15,000 50 $1,209.36 $123972 $30.36 2.5%

20,000 67 $1,609.11 $1,647.79 $38.68 2.4%

30,000 101 $2,408.62 $2,463.94 $55.33 2.3%

50,000 168 $4,007.63 $4,095.24 $88.61 2.2%

75,000 252 $5,006.39 $6, 136.60 $13021 2.2%

100,000 235 $8,005. 15 $8, 176.97 $171.82 21%

125,000 420 $10,003.92 $10_217.34 $21342 2. 1%

150,000 504 312,002.68 $12,257.71 $255.03 2.1%

Average Increase For Service Classification
Overall Average Increase

2.4%
24%



Utilizes Division Staff Recommendation for UNS Electric, Inc.

Typical Bill Comparison - Present and Proposed Rates
Attachment FWR-3

Page 7 of 7
Test Year Ended June 30, 2006

Lighting Dusk to Dawn Delivery Charges Proposed

increase

$

Proposed

Increase

%Proposed

Existing Wood Pole

New 30' Wood Pole (Class 6)

New 30' Metal or Fiberglass

Present

Overhead Service

$0.00

$4.02

$8.05

$0.00

$4 12

$8.25

$0100

$0. 10

$0.20

0.0%

24%

2.4%

Existing Wood Pole

New 30' Wood Pole (Class 6)

New 30' Metal or Fiberglass

Underground Service
$2.01

$6.04

$10.06

$2.06

$6.19

$1030

$005

$015

$0.24

2.4%

2.4%

2.4%

Per Watt
Base Power Supply, all kWhs

50053040 $0.054331
$0000000

$00013 2.4%

100 Watts - Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$5.30
$9.32

$13.35

$543
$9.55
$13.68

$0 13
$0.23
$0.32

2.4%
2.4%
2.4%

100 Watts . Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$7.31
$11.34
$15.36

$7.49
$11.62
$15.74

$0.18
$028
$0.37

2.4%
2.4%
2.4%

200 Watts » Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$10.61
$14.63
$18.66

51087
$14.98
$19.11

$026
$0.36
$0.45

2.4%
24%
2.4%

200 Watts - Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$12.62
$16.65
$20.67

$12.93
$17.05
$21.17

$0.31
$0.41
$0.50

2.4%
2.4%
2.4%

400 Watts Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$2122
$25.24
$29.27

$21.73
$25.85
$29.98

$052
$0.61
$0.71

2.4%
24%
2.4%

400 Watts - Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$23223
$27 26
$31 . 28

$23.79
$27.92
$32.04

$0.57
$0.66
$0.75

2.4%
2.4%
2.4%
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